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Durkee Famous Foods... Su 
Ctnewuate Lredlddacne : 
Ce Ved 7 
URKEE FAMOUS FOODS have grown up with America. As O 
early as 1850, Mr. E. R. Durkee had an established business selling 
condiments and other foods to New York housewives. Then came 
the demand for a salad dressing—something zestful and tangy to liven AY 
the heavy meals of those days. Mr. and Mrs. Durkee mixed endless a 
formulas; finally hit upon one that brought the first real salad I 
condiment to the American table. 4 Cc 
It is unique indeed; refreshingly different in taste, because of the i . 
blending of a number of spices and flavors in a vinegar mix in such : 
a way that no single flavor predominates; then aging in wood under 4 
controlled conditions; next, working in pure, nutritious vegetable 
oils, eggs and English mustard; and finally storing to achieve the —— 
wonderfully smooth and distinctive Durkee flavor. 6 
Mrs. Lincoln stocked Durkee’s Famous Dressing in her White In millions of homes, public eating places, food C 
House kitchen. For nearly 100 years it has grown steadily in favor, manufacturing and processing plants across the con- Ed 
along with the wide variety of other Durkee Famous Foods shown tinent, Durkee products are used to make our daily ir 
above. Today, millions of pounds of Durkee food products are going meals richer in flavor, goodness and nourishment. es 
to the Allied Armed Forces and civilians in liberated countries. se 
* * 
Durkee Famous Foods is but one of the many diversified industries 
owned and operated by Glidden. Paints, metals, minerals, resins, \ se 
foods—an amazing variety and quantity of raw materials and finished g De wi LZ ra ” 
products made by Glidden are serving on the war fronts and at home. “ ME LN Ea is Ee EE 
The Glidden Company, National Headquarters, Cleveland, Ohio fi 
@ PRINCIPAL PRODUCTS OF THE GLIDDEN COMPANY Paint Division: SPRED, Jap-A-Lac, Ripolin, Spray-Day-Lite, Endurance House Paint, Gliddenspar Varnish de 
and a complete line of home and industrial paints, enamels and lacquers . . . Soy Bean Division: Alpha and Gamma Proteins; Lecithin; Soya Meal and Flour; Soy 
Flakes ; Soy Bean Oils; Poultry, Dairy and Livestock Feeds . . . Durkee’s Famous Foods Division: Durkee’s Famous Dressing, Durkee’s Margarine, Durkee’s Shortening 
Durkee’s Cocoanut, Durkee’s Spices and Worcestershire Sauce . .. Chemical and Pigment Division: Titanium Dioxide, Lithopone, Cadmium Colors, Litharge, Red Leac, 
Euston White Lead . . . Metals Refining Division: Powdered Iron, Powdered Copper, Cuprous Oxide, Powdered Lead, Battery Grid Metal, Wilkes Type Metal... a 
Nelio-Resin Division: Synthetic Rubber Compounds, Turpentine, Tars, Rosins, Solvents and other Naval Stores. 
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“Call for 
PHILP MORRIS” 





New York, N. Y. 
September 15, 1944. 


Philip Merits & Co. Ltd. Ine. 


Aregular quarterly dividend of $1.06% 
per share on the Cumulative Preferred 
Stock, 4%% Series, and a regular 
quarterly dividend of $1.12 per share 
on the Cumulative Preferred Stock, 
4¥%2% Series, have been declared pay- 
able November 1, 1944 to holders of 
Preferred Stock of the respective series 
of record at Lag close of business on 
October 16, 1944 

There also has been declared a regu- 
lar quarterly dividend of 75¢ per share 
on the Common Stock, payable October 
14, 1944 to holders of Common Stock 
of record at the close of business on 
October 2, 1944. 


L. G. HANSON, Treasurer. 





BATTERIES 





THE ELECTRIC STORAGE BATTERY 
COMPANY 


176th Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend of fifty cents ($.50) per share 
on the Common Stock, payable Septem- 
ber 30, 1944, to stockholders of record 
at the close of business on September 
18, 1944. Checks will be mailed. 

H. C. ALLAN, 

Secretary and Treasurer 


Philadelphia 32, September 8, 1944 














PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 
Common Stock Dividend No. 115 


A cash dividend declared by the Board 
of Directors on Sept. 13, 1944, for the 
third quarter of the year 1944, equal 
to 2% of its par value, will be paid 
upon the Common Capital Stock of 
this Company by check on Oct. 16, 
1944, to shareholders of record at the 
close of bysiness Sept. 29. 1944. The 
Transfer Books will not be closed. 





E. J. Beckett, Treasurer 


£an Francisco, California 














UNDERWOOD ELLIOTT FISHER COMPANY 


The Board of Directors at a meeting held Septemer 14, 
1944, declared a dividend for the third quarter of the 
year 1944 of 50c a share on the common stock of Under- 
wood Elliott Fisher Company, payable September 30, 
1944, to stockholders of record at the close of business 
September 21, 1944, Transfer books will not be closed. 


Cc. S. DUNCAN, Treasurer 





UNITED FRUIT COMPANY 
DIVIDEND NO. (8! 
A dividend of one dollar per share on the capital stock 
of this Company has been declared payable October 14, 
1944 to stockholders of record at the close of business 
Sept. 21, 1944. 
LIONEL W. UDELL, Treasurer 


The Western Union Telegraph Co. 
DIVIDEND No. 270 

A dividend of 50 cents a share on the Class A 

stock of this company has been declared, pay- 

able October 16, 1944, to stockholders of record 
at the close of business i Bg 22, 1944. 
. HUNTINGTON, 

September 12, 1944. Treasurer 





Other dividend notices on page 686 


641 






















“PIN-UPS 


PHOOEY! 


gimme just one look at a REAL LIVE GIRL!” 


( r JOE is human. He has an eye for a pretty 


girl. 


So when Martha Raye, Ingrid Bergman or 
Mitzi Mayfair or some other Hollywood beauty 
shows up in the jungle with a U.S.O. Camp 
Show, right outside his barracks . . . well, for an 
hour or two, Joe feels that maybe this isn’t such 
a bad war! 


And they do show up. The biggest names in 
radio, stage and screen and hundreds of lesser 
known but talented performers are trooping all 
over the globe with U.S.O. Camp Shows and 
giving performances on the back end of a GI 
truck, with sound effects supplied by enemy fire. 


You made this possible, by your contributions 
last year. Most of the stars gave their time, but 


it costs money to send hundreds of performers 
overseas. And this is just one of the many causes 


you support by giving to your local community 
drive. 


You were wonderful, and the boys appreciate 
it. But here it is, another year, and the boys have 
to keep right on fighting. So, of course. you’re 
going to keep right on giving. 


Give generously to 


YOUR COMMUNITY 
WAR FUND 


Representing the NATIONAL WAR FUND 
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AS BROAD AS BUSINESS ITSELF 


The Trend of Events 


PURCHASING POWER ... The expected abandon- 
ment of the “Little Steel Formula” as a standard for 
war-time wage stabilization could not have any great 
immediate economic importance. From all the signs, 
any wage increases authorized will be moderate and 
each demand will wend its slow way through War Labor 
Board procedures. The chief cases at issue affect indus- 
tries producing for war. If their prices were raised, the 
Government would bear the expense—paying for it 
largely by deficit financing. Without price increases, the 
Government would still bear the major part of the cost, 
for the affected corporations are in the high tax brackets 
which means that any increase in operating cost is re- 
flected far more in lower tax payments than in lower net 
income. The differences in profits reported to stockhold- 
ers would in many instances be quite small. 

At this late stage of the war, we see scant reason to 
fear that general inflationary tendencies in the economy 
will gather serious momentum as a result of rather lim- 
ited cost changes in the war industries, assuming they 
develop. Nor is there reason, at this stage, to believe 
that any modest profit reduction would tend to lower 
war production. Finally, as long as we have war produc- 
tion on anything like the present scale, the question of 
the relationship of wage costs to productive private in- 
vestment is academic. 

But to the extent that they may be permanent, the 
indicated trends of national wage policy now shaping 
up will be of very great importance, indeed, in their 
effects upon the coming peace-time economy. Vitally 


important because wages figure so largely in the aggre- 
gate of consumer purchasing power—and because wage 
costs so largely affect prices, profits, productive invest- 
ment and employment. In fact, in our plans and hopes 
for post-war prosperity there is no more knotty or con- 
troversial problem confronting us. Because we consider 
it so important, we have scheduled a special article on 
it in Our next issue. 

Union labor has enormous economic and _ political 
power. Will it be used to obtain short-sighted labor 
“gains” illusory in that they subtract from purchasing 
power of other groups and from total consumer pur- 
chasing power? Or will it be used in the interest of a 
soundly based general prosperity? Probably more than 
organized labor itself realizes, the answer will in very 
important measure determine what the economic future 
holds for all of us. 


CHEAP MONEY .... There are still quite a few people 
left who think it ought to be possible for the Govern- 
ment to “mind its own business” at least to the extent 
that it did before 1929 and preferably before 1913. They 
believe, among other things, that interest rates should 
be determined by supply and demand (and private 
bankers). They never have taken kindly to this new- 
fangled nonsense about Government “monetary manage- 
ment.” Probably they'll vote for Gov. Dewey anyway— 
but we wonder how they feel as they see Mr. Dewey 
in his speeches embrace pretty much the whole sub- 
stance of New Deal economic-financial theory, including 
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cheap money, and differing mainly on questions of the 
administration of the reforms of the past decade. 

It has, of course, long been obvious to this publica- 
tion that any reversal of the cheap money policy was 
out of the question. Whatever alternative there might 
once have been, there is none now. The swollen Fed- 
eral debt and the widespread and huge public holdings 
of Government bonds—not to mention the pyramid of 
bank credit erected on the Government debt—have made 
it certain that all the ample power of Government must 
and will be used to keep interest rates low and to pre- 
vent any serious decline in high grade bond prices. 
Those who have been so naive as to imagine that a 
deflationary monetary policy could result from a turn- 
over of administration at Washington can now rest as- 
sured. In his remarks on cheap money Gov. Dewey 
merely looked the cold facts in the face. 

In financing its part in the First World War, the 
Government began borrowing at 3l4 per cent and fin- 
ished at 484 per cent. It permitted a serious credit 
stringency and a sharp rise in interest rates to occur not 
long after the end of hostilities. In the present war it 
has borrowed far greater sums at an average interest rate 
nearer 2 per cent. And the chance of repetition of the 
1919-1920 credit strain is nil. 

One of the most remarkable financial phenomena of 
these times is that in the midst of unprecedented Federal 
borrowing—sandwiched in between the recurrent war 
loans—there is under way a very large corporate bond 
refunding movement which seems to be gathering ever 
greater momentum. Many corporations are now able to 
refund bonds with maturities of 15 to 25 years on an 
interest basis of less than g per cent., a record low. The 
consequent reduction of fixed charges will add impor- 
tantly to the strength and flexibility of corporate en- 
terprise. This is perhaps most significantly so in the case 
of the railroads but it is by no means confined to them. 
Many industrial companies are reducing debt charges 
to record lows by refunding operations. 


TRANSITION PERIOD PRICES . .. It seems to us that 
in its tentative planning for prices in the transitional 
period the OPA is unduly worried over inflationary 
dangers. The question is the prices to be charged for 
consumers’ durable goods that have been out of pro- 
duction during the war period. Even at the record high 
production of such goods in 1941, consumers spent only 
an estimated $9.1 billion for them or about a tenth of 
present total consumer expenditure. At whatever prices, 
output in the first year after defeat of Germany could 
hardly be more than a third or a half that of 1941— 
and its pricing would affect but a quite moderate por- 
tion of total consumer income. 

Secondly, the products involved are standardized goods 
that have always been sold at standardized prices good 
for the model year in most cases. Third, the industries 
involved are, more than any others, characteristically ad- 
dicted to keen competition and the closest possible pric- 
ing policy for the sake of maximum volume. Fourth, 
it is quite clear that until supply and demand are in 
reasonably normal balance the new automobiles, tires, 
refrigerators, etc., will have to be distributed to con- 
sumers on a ration or priority basis, and that nobody 
will be able to “bid up” for such products. 

So, as we see it, the important question is not one of 


inflation at all, but whether OPA price policies will 
permit or hinder rapid resumption of mass production 
of scarce consumers’ durable goods. The manufacturers 
can not plan in a vacuum of price uncertainty. Nor- 
mally they can follow one of two courses: (1) Design 
a product within an approximate price range and price 
it exactly after production costs can be carefully calcu- 
lated; or (2) set a price and design the product to meet 
it. It can not plan either way until OPA prices are fixed. 
If the price is too low to yield an adequate profit, the 
quality of the product must be cut. Thus, what OPA 
saves the buyer in price would almost certainly be 
equalled by subtraction from the quality that said buyer 
gets for his money. 

The more we think it over, the more we wonder 
whether there is any real need for all this bureaucratic 
fixing. We have considerable confidence that the makers 
of automobiles, tires and nearly all household equip. 
ment would price their products fairly and competitively 
on their own initiative if given the chance. They always 
have. They don’t think it sensible to do otherwise. 

AMUN {A113 

TRADE POLICY ... As the protracted Dumbarton Oaks 
conference has illustrated, sound planning of post-war 
international relationships is a problem of enormous 
complexity. Though hopeful progress has been made, 
there are various remaining matters on which scant “‘day- 
light” can yet be seen. Prominent among them is post- 
war foreign trade policy, on which, Secretary of State 
Hull has disclosed, a conference will soon be held among 
the United Nations. Certainly one objective will be to 
lower tariffs and other trade barriers in order to foster 
the broadest possible multilateral expansion of interna- 
tional commerce. 

Before the war the reciprocal trade agreements pro- 
gram pursued by Mr. Hull achieved some good results, 
but results are far from spectacular. Should this policy 
be resumed, it is believed by some—though this publi- 
cation doubts it—that world conditions may be more 
favorable to its success than heretofore. 

The alternative is a general lowering of trade barriers 
by the leading countries, through an international agree- 
ment. The idea has been put forward at various times. 
It was among the proposals at the London Economic 
Conference of 1933. That nothing has yet come of it 
suggests that the practical difficulties are great but does 
not prove that the task is impossible. At any rate it 
would seem to be now or never. In the prosecution of 
the war itself, the Allied nations have achieved a degree 
of cooperative unity which, if short of perfection, never- 
theless has been more effective than ever before known 
in world history. 

If out of this experience there can not evolve “give and 
take” international trade policies at least more effective 
than we have known before, the cause would appear 
hopeless. Certainly postponement of consideration of 
the hard issues involved will not make agreement easier, 
but the contrary. 


THE MARKET PROSPECT... Our most recent invest- 
ment advice will be found in the discussion of the pro- 
spective trend of the market on page 646. The counsel 
embodied in the feature should be considered in connec- 
tion with all investment suggestions, elsewhere in this 
issue. Monday, September 25, 1944. 
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Ir was inevitable that differences would arise among 
the Allies, what with the tension and strain of war, the 
conflict of interests and the varying needs resulting 
from the chaos created by the most devastating struggle 
the modern world has ever known. 

And it seems only common sense to bring the various 
grievances into the open so that they can be thrashed 
out and compromised, or else we will find that when 
we lay down our arms, the economic-political war will 
begin in real earnest. 

At present existing controversies have led to unwar- 
ranted charges by certain British interests which can 
only be described as amazing. This applies not only to 
the attacks themselves but to their timing as well. Since 
these attackers are highly sophisticated, their purpose 
must be very devious; nothing else could explain the 
line of action taken by them at this critical time. 

The basic difficulties we are encountering with the 
British are due mainly to their great need for expanding 
post-war markets in order that their standard of living 
may be maintained. There is every evidence that our 
Government has recognized the seriousness of their situa- 
tion and has been sympathetic toward the great British 
drive for markets that has been proceeding apace. How- 
ever, this considerate attitude apparently has led to the 
usual abuses, and further demands are now greatly ham- 
pering current negotiations. 

While it is true that the British have suffered substan- 
tial losses due to the havoc of this war, including im- 
portant investments which produced 


As g See GL. BY CHARLES BENEDICT 


WAR'S END—WITHOUT PEACE? 


with a double effect on our own exports. It means not 
only curtailment of our own shipments to Britain which 
has always been one of our largest customers, but it also 
tends to shrink our exports to Brazil. 

British action in South America thus tends to be very 
disturbing because it interferes greatly with the efforts of 
the United States towards hemisphere solidarity. But 
fortunately, it has not gone far enough to disrupt our 
plans to industrialize the countries of South America 
so as to prevent their being dependent on Europe, eco- 
nomically and hence politically. 

In Europe the situation is no better. British commer- 
cial interests are struggling for supremacy in Italy and 
moving forward with their army which has the con- 
trolling position in this sector. 

As the matter stands, we hear that the United States 
is called upon to put up four-fifths of the goods re- 
quired to keep Italy going; as against this, the British 
have relegated us to a one-fifth share in control, pre- 
empting for themselves four-fifths control. This situa- 
tion is creating no end of ill will and calls for a more 
equitable adjustment immediately. 

But the worst trouble spot of all is the Near East. The 
controversies centering on that part of the world seem 
almost insurmountable and are reaching a very danger- 
ous stage. Every effort has been made by us to smooth 
them out, for the war has still to be won; but so far 
without avail. 


In recent weeks, various (Please turn to page 690) 





large revenues in the past, the demands 
for restoration of their previous posi- 
tion go far beyond what seems fair or 
justified. 

Their demands rather indicate a desire 
for financial, economic and _ political | 
power at the expense of the United 
States. These ambitions are largely re- 
sponsible for our trouble with Argen- 
tina and even for the deterioration that 
has taken place in our position in South 
America. 

The British see South America as an 
enormous potential market for British 
goods, a market which they have been 
cultivating for a long time even to the 
extent of developing products in various 
countries for export to England, the 





idea of course being greatest possible 
stimulation of reciprocal trade. 

lo illustrate, even before the war, 
Britain was importing Brazilian oranges, | 
after having been instrumental in the 
development of an orange growing in- 
dustry in that country. In this manner, 
not only is Britain seeking to control 
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existing markets but to create new ones 
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Wisest Market Policy Now 


The potentiality of more than moderate nearby changes in the market aver- 

ages appears rather small. Most stocks of the type in which basic confi- 

dence is warranted look too high now to be attractive. We continue for the 
present to advise the maintenance of comfortable cash reserves. 


SY A. FT. BALLS 


The market has improved moderately over the past readily as they have shifted views on the general marke: 
fortnight, with net gains of 2.47 points in the Dow indus- _ prospect. The strong groups of one week or month ofter 
trial average, 66 cents in rails, 47 cents in utilities. All proved to be not the strong groups of a following week 
of the broader averages were pretty much in gear, for the or month 


Magazine of Wall Street’s index of 283 active stocks Just recently, in a typical change of selective thinking 
advanced 2.1 points, while there were gains of 1.37 points +—helped along by a sudden rash of brokerage house pro. 
and 2.45 points, respectively, in our indexes of 100 high- motion analyses—the long dormant and depressed air 
price stocks and 100 low-price stocks. craft stocks had a brisk rebound The only other groups 


But if this movement has more than transient sig- notably stronger than the market recently were coppers 
nificance, it remains to be indicated. We have a dull, shipbuilding, rail equipments and soft drinks. Three 
zig-zag, trading-range market which for some weeks has__ out of the five are “war stock” groups. 
been alternating between minor rallies and reactions. It Only two groups made new highs last week: aircrafts 
is about 10 weeks since the industrial average made its a new high for the year; soft drinks a new high as far 
high for the year to date on July 10 at 150.50. The low-back as our indexes go. This is an interesting coinci 
est point of reaction subsequently reached to date was dence in that the former has been the outstandingl 
142.96 on September 14. laggard ‘‘war stock” group, while the latter is a clear. 

As this is written, the level is a fraction under 146— cut “peace stock” group. In selective thinking, this would 
just under the half-way mark in the trading range spread seem to be a perfect straddle! 
of about 814 points between July high and September 
low. For five consecutive trading sessions through last 
Saturday, the industrial average “made a line,” the 
maximum range of fluctuation in closing prices having 
been 42 cents. We have seen this “act” before. At just 
about the same level, the market went “dead” in move- 
ment and volume in late July to early August, and again 
in late August to early September. 120 

The volume figures so far reflect a decidedly apathetic 
investment-speculative interest in the idea of a rally at 
this time. On one of last week’s 5-hour trading sessions 
the transactions fell to the remarkably low figure of 344,- 100 
855, shares—and that day brought the largest advance of 
the week: 87 cents in the industrials. Volume for the 
whole week was only 3,176,115 shares 

Of course, market action has been unusual for more 
than a year. Excitement over the week to week, or even 
the month to month, changes would seem to be much 
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10 MEDIUM GRADE PREFERREDS 
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ado about nothing—when one notes the simple fact that 
the Dow industrial average was at 145.82 on July 14, 
1943, and 145.78 at the end of last week: net change 60} — A — 2 10 SPECULATIVE 
of minus 4 cents in over 14 months! a af PREFERREDS 
In this long period there have been a few medium- f 

broad intermediate swing both ways, with a maximum e 

range of about 15 points (roughly 10 per cent) in the 40 « 
industrial average. The highlight of this 14-month “in- ri ° A — 
terlude” was perhaps the active resumption of specula- , /- NY e oom al 

tion in low-price stocks—almost any low-price stocks— ‘JV ‘ 
for a few weeks in the summer following invasion of 
France, but it may be noted now that on recent rallies 
our index of 100 low-price stocks has thus far shown less 
“inclination” to pull away from its September low and 
test the July high than indexes or averages which re- 
flect action of better-grade or more “prominent” stocks. sae nine tad’ 2a soe 

As is always characteristic of a market without sus- AUG. 1939 1944 

tained, broad movement in the averages, there has been 
unusual emphasis on selectivity. But from time to time, 
people have changed their selective opinions almost as 
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Action of the averages appears to indicate that most 
people feel uncertain about the outlook, rather than 
srongly bullish or strongly bearish. So they don’t follow 
the rallies very far, while on the other hand the reac- 
tions dry up within moderate limits, without inducing 
any cumulative increase in liquidating pressure. With 
most investors doing nothing, there is enough profes- 
sional money—and public money under one kind of 
professional guidance or another, includin¥ that of brok- 
erage firms ever alert for commissions—to make its buying 
felt on the reactions, and its selling felt on the rallies. 
As it looks to us now, something may have to “hap- 
pen”—some new tangible or psychological influence de- 
velop—to move the industrial average more than 5 points 
either way from its present position. What the new 
impulse making for a broader movement might be, none 
can foresee. Some cite the election as a possibility, but 
Wall Street opinion—this time in line with national 
opinion—is that Mr. Roosevelt probably will win again. 
The new impulse conceivably could be provided merely 
by the ending of such election uncertainty as there is, 
or perhaps by the end of the war in Europe. 
Though it has no reliable bearing on the near-term 
prospect, professional opinion about that vague thing 
called the “longer term” is generally rather bullish—as 
witness the slow but persistent rise in prices of seats 
on the New York Stock Exchange, recently at a new 
high, in a very dull market, for a long time back. 
Especially because the market has shown such a stub- 
born disinclination to take anything like a nose-dive, 
we have tried conscientiously to weigh with an open 
mind all the arguments for being bullish now. Yet we 
still come up without that bullish “feeling.” We no 
doubt will get it in due time. We could perhaps get it as 
circumstances clarify some of the chief uncertainties in 
our mind, or if stocks in which we have an underlying 
confidence recede adequately from prices which appear to 
us to discount longer-term hopes pretty richly at present. 
As an argument against reaction and for higher prices, 
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our bullish friends keep throwing at us “the record- 
breaking supply of money available for investment.” We 
know all about it. But we also know that what mainly 
counts is not the amount of idle money but the willing- 
ness of its owners to put it confidently into stocks at the 
prevailing price level. In ratio to the funds available, 
no very impressive amount seems presently at all feverish 
in its search for equity investments. 

As an argument against reaction, others among the 
bulls remind us how low the margin position is. Well, 
it has been low now for years; and experience with this 
modernized ‘SEC-regulated” market has amply proven 
that very sharp advances can occur without any signi- 
ficant expansion of speculation on margin and that, on 
the other hand, the absence of a vulnerable margin posi- 
tion is not of itself any guarantee against a severe break. 
There was nothing the matter with the margin position 
in 1940, for instance, when the industrial average broke 
some 40 points following fall of France; nor in April, 
1942, when the average was down around 93. 

We are wondering what the prevailing investment 
psychology is going to be as people are forced to take a 
close look—a real look—at this business of the reconver- 
sion period. The politicians tell us that everything is all 
planned out and in great shape. Responsible people in 
the automobile industry reply politely with a list of 
citations which—for lack of space—we can only sum up 
inelegantly here as “Nuts!” 

And we are wondering what investment psychology 
is going to be as the coming sharp squeeze on corporate 
profits—due to a number of unfavorable operating cost 
factors now shaping up, headed by the probability of 
higher hourly wage costs—puts in its appearance. We 
will have to deal with that more fully in a later article. 
Suffice it to say now that we see nothing exactly bullish 
in it, and that we don’t feel uneasy in advising—where 
the objective is speculative-investment appreciation— 
that a comfortable portion of funds be held in reserve.— 
Monday, September 
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As Planning Gets Down to Brass Tacks 


SY ©. A: 


At last, preparations for economic demobilization 
have begun in earnest. With progress of our armies in 
Europe threatening to overtake Washington’s recon- 
version planning, there has been a quick change of mind 
of those who only recently were prone to minimize the 
urgency of the problem, maintaining that advance plan- 
ning for V-Day would only tend to harm the war effort. 

This sudden about-face has been joyously received by 
industry, anxious to get started on preparations for peace- 
time activities, and the official promise to keep the Gov- 
ernment out of the reconversion picture has been called 
one of the greatest boosts to business morale since the 
war began. The hope is that nothing will change the 
official attitude. 

As promulgated in a series of policy statements by the 
heads of leading war agencies, private business will have 
virtually a free hand in reconversion to civilian produc- 
tion. On VE-Day, the Government will lift all but a few 
of the important controls on production, manpower 
and materials. WPB controls over manufacturing will 
be limited to plants devoted to filling military needs for 
the prosecution of the war against Japan. Otherwise, 
industry will be free of the war-time shackles which 
necessarily had to be used in guiding it to top produc- 
tion. In short, reconversion, and all the responsibility 
that goes with it, will be up to individual business. 

Here is how reconversion plans are shaping up in the 
official mind. With the fall of Germany, cutbacks are 
envisaged in the amount of over $26 billion or 40% 
of the $66 billion, our current annual rate of expendi- 
ture for munitions of war. This, it is estimated, will 
release about four million war workers to civilian indus- 
try. The cutbacks, however, will not come all at once. 
Initial cancellations right after VE-Day are scheduled 
to aggregate no more than about 24%; they will be 
boosted to about 32% within three months. The sched- 
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uled total reduction of 40% may not be reached until 
a year after VE-Day. 

Some Government quarters are inclined to look for an 
even greater over-all cut within a year’s span, mention- 
ing the possibility of additional cuts of some $14 billion 
which would lift’over-all cancellations expectable within 
one year to fully 60% of the military program; how- 
ever, there is no assurance of any such likelihood. 

The series of announcements outlining the substance 
of the Government’s reconversion policy came with dra- 
matic suddenness, hence a good many details are still 
to be filled in and this is expected with as little delay 
as possible. They will come in the form of guidelines 
rather than sharply circumscribed directives or rulings. 
Clearly, the intention is to pass the initiative to industry 
entirely, though retaining WPB authority and keeping 
in effect certain limited controls. Businessmen thus can 
now plan ahead without delay. 

In preparing for reconversion, industry can count on 
the following developments with reasonable certainty. 
War production will drop at least 40% within one year 
after VE-Day. Heaviest cuts will be in Army procure- 
ment which may be curtailed some 50%. The over-all 
aircraft program may be reduced about 20% though 
some lines may rise. The Navy program faces a similar 
reduction while cargo ship building may go down as 
much as 50%. 

Once these cutbacks begin, the WPB intends to dis- 
mantle its production control machinery, substituting a 
simpler, more flexible system that will permit industry 
to do pretty much as it pleases so long as remaining 
military production is not interfered with. The War 
Manpower Commission will surrender its nation-wide 
control over manpower and limit itself to providing 
needed manpower in whatever local shortage areas may 
persist. WPB industry divisions will be kept intact to 
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assist business in finding supplies to speed reconversion; 
certain production directives will be used to prevent 
large material users from getting unreasonable amounts 
of any material or product at the expense of smaller 
manufacturers. Simple priority systems will take care of 
the needs for remaining war production to avoid bottle- 
necks; but all civilian work will go unrated. The re- 
cently perfected spot authorization plan to speed recon- 
version prior to VE-Day will be abandoned. All WPB 
limitation and conservation orders will be dropped with 
few exceptions, such as those dealing with scarce lum- 
ber, crude rubber, textiles, cordage fibres and a few 
more materials that are in tight supply. The Controlled 
Materials plan under which industry has been operat- 
ing will be allowed to lapse at the end of the quarter 
year in which VE-Day falls. 


No More Squeezes 


The entire plan is based on the assumption that there 
will be enough resources after the end of the European 
war to meet all military and civilian demands without 
important squeezes and it is felt that the cutbacks to 
come should make it possible for industry to produce 
civilian goods in volume equal to that of 1939. There 
will be plenty of steel, aluminum, copper and other 
basic materials to satisfy almost any need. The best 
guess is that a year after VE-Day, civilian production 
could be up 20% which would put it well above 1939 
levels and close to the 1941 peak. This of course does 
not imply that the gap created by heavy cancellations 
can be bridged entirely. Especially it must be empha- 
sized that the value increase in civilian output can 
hardly match the cut in military production. 

All in all, it is not denied that the initial impact of 
reconversion will hit hard. Sharp cutbacks may tem- 
porarily knock the wind out of some manufacturers but 
a quick rebound is probable. While a 40% cut in the 
war program would release a minimum of four million 
war workers, actual unemployment should be far less 
as the slack will be quickly taken up by reconverted 
industries, and first of all, by industries without recon- 
version problems and currently operating below capa- 
city because of lack of manpower. Almost overnight it 
is figured, there will be reemployment of from 1.5 to 2 
million workers by such industries, with reconversion 
industries quickly following. In other words, the com- 
ing cutbacks may shake the economy but are not likely 
to send it into a tailspin. And WPB men predict that 
three months after VE-Day, consumer durables will be- 
gin trickling out to civilian buyers though another three 
months may be required for volume production. 

There remains the question of who will carry on war 
production. The present formula apparently calls for 
using the most efficient makers of the kinds of supplies 
needed but as between qualified suppliers, those oper- 
ating Government-owned war plants will probably be 
preferred to permit reconversion of privately owned 
plants without undue interference. 

While businessmen now can look forward to the lifting 
of most production and manpower controls after VE- 
Day, they must, however, still expect continuation of 
price and rationing controls. Present official thinking 
is that price controls, particularly, will be needed at least 
until the end of the global. war, perhaps longer. Ration- 
ing controls, on the other hand, will be dropped more 
quickly in line with constantly changing requirements. 

Reconversion pricing is an essential preliminary to 
the resumption of peace-time business and hence sur- 
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rounded by a great deal of controversy. So far there has 
been no crystallization of official policy, but two schemes 
have been advanced and earlier OPA thinking, favoring 
tight pricing policies, appears to have undergone con- 
siderable moderation according to surface indications. 

War Mobilization Director Byrnes has stated that one 
practical way of handling reconversion pricing would be 
to authorize a flat percentage increase, say 15%, Over 
pre-war prices for articles which have been out of pro- 
duction during the war period. The OPA scheme is to 
have reconversion start on 1942 price levels wherever 
possible; roughly, this would mean price advances of 
from 10% to 25% over those of 1939. This refers par- 
ticularly to such reconversion items as automobiles, 
refrigerators, washing machines, radios, heating equip- 
ment, etc. There will be no change in price ceilings on 
goods now being produced and sold, such as food and 
clothing, though gradual revision may come later. 

The impression is that while OPA would like indus- 
try to make its own decisions, it would also like those 
decisions to be in line with OPA ideas for large output 
and wide markets, or in other words, low-cost and high- 
volume production. Talk of 25% to 50% price increases 
on post-war goods has OPA worried about how produc- 
tion, distribution and employment might fare under 
such a price structure. But the agency is well aware of 
the danger inherent in overly tight reconversion pricing 
above. Small durables are not expected to present a price 
means in the field of employment. Chief trouble cen- 
ters on the major consumer durable goods mentioned 
above. Small durable are not expected to present a price 
problem for long because they will come back into pro- 
duction almost immediately and in such volume that 
prices will soon take care of themselves. 

Food rationing is slated to disappear in line with 





Residential building may be slow in getting started and public 
construction must be relied upon to prime the building boom 
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Demand will be heavy for locomotives and rolling stock 


sharply contracting military needs; officially it is esti- 
mated that military food procurement will drop 50% 
in the year after VE-Day. Only sugar, butter and high- 
quality meats are expected to continue tight for some 
time; eventually sugar may be the only food item sub- 
ject to consumption restrictions. 

Elsewhere, rationing will continue of shoes, gasoline 
and probably tires. All other controls should come off as 
fast as supplies increase. Textiles, though unrationed, 
will continue short because of heavy relief needs cur- 
rently anticipated. Lumber, paper and certain fabricated 
metals will also continue in tight supply for some time. 

The demobilization program as outlined in recent 
Washington announcements is not without a number of 
important “ifs.” Though early demise of most war agen- 
cies is promised and intended, actual moves in this 
direction may still depend on initial reconversion ex- 
perience. Should the latter reveal a pattern not in 
accord with what the Government thinks it should be, 
a return to modified priorities for civilian manufacture 
remains a possibility. What the Government wants to 
see is that essential civilian goods are made first and 
in desired quantities and WPB may resort to “emer- 
gency” ratings to achieve this end. 

Another aspect of the tentative demobilization pro- 
gram is that it makes no provision for protection of any 
one industry. The Government has stated the prospec- 
tive procedure; each industry must determine how it can 
be applied to its individual case. There is no assurance, 
for instance, that contract cancellations when they begin 
to pour forth will, percentagewise, affect each company 
within a certain industry in the same manner. But at 
least, the various industries now possess a rough blue- 
print for the liquidation, or partial liquidation, of the 
war effort, and how it will affect their own situation. 
Additional data will Uecome available as preparations 
for unwinding the war continue. 

Sull, a good many worries persist as to the actual im- 
pact of the momentous changes to come. Not only the 
extent but the timing of cancellations is one of them. 
It may well be that cancellations will be bunched in 
shorter space of time than now anticipated. On the 
other hand, should the Pacific war develop into a long 
drawn out land war, cutbacks may not only be less dras- 
tic than now anticipated but they may be slower in 
coming. This could considerably reduce the reconver- 
sion tempo, make actual reconversion at first rather 
more modest. On the other hand, with the war against 
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Japan constantly accelerating, the pro. 
jected 40% cut in munitions output may 
prove too low. But regardless of the ac. 
tual figure, Government economists as. 
sure us that we can readily absorb a 
cutback in war production of one-third 
within six months after VE-Day since the 
tapering off period will be effectively 
bolstered by continued, though reduced 
demands for war supplies. 

It has been estimated that the pro. 
posed 40% over-all cut in the military 
program will probably mean a reduction 
of some $10 billion in national income, 
even allowing for fairly quick reconver- 
sion and absorption of the bulk of freed 
manpower. This should leave consumer 
purchasing power at still substantial lev. 
els and with unfilled wants large, no 
greatly disturbing effect on our economy 
is anticipated (what with existing large 
savings and liberal unemployment benefits) unless some. 
how, spending mentality should suffer a severe jolt, not 
now foreseen. 

Government spokesmen have expressed faith in the 
workability of the demobilization blueprint, predicting 
that reconversion may be faster and smoother than in- 
dustry is inclined to expect though it is not denied that 
it will have its rough spots. The latter is a foregone con- 
clusion and possibly serious disruptions at one time or 
another are hardly preventable in some industrial sec. 
tors. Such disruptions, if they do occur, are bound to 
find reflection elsewhere with a cumulative effect ‘on our 
economy as a whole. But generally few such dangers 
threaten openly as we shall find on appraisal of recon- 
version potentials of individual industries. Here is how 
the leading groups are likely to fare when cutbacks 
begin to pour in. 


Problems of the Automobile Industry 


The automobile industry presents perhaps the most 
complicated situation, facing a series of obstacles which 
bar quick peace-time output. While much preparatory 
work has been done, a considerable time lag is involved 
before production can get under way. It is hardly ex- 
pectable, therefore, that cars can begin rolling off the 
assembly lines before the second quarter of 1945 even 
were the European war to end tomorrow. Since the ac- 
tual time varies with individual companies, each hav- 
ing different problems, the industry will need three to 
eight months to resume car output, with achievement 
of full production taking seven months to a year. There 
are several reasons. The industry is still not satisfied 
with arrangements for clearing plants of Government 
equipment and is equally bothered over the machine 
tool situation. To resume auto output on a minimum 
basis, the companies need a total of about 11,600 machine 
tools. Of these, somewhat less than 8000 are required 
new and the remainder might be obtained from DPC 
equipment in war plants. While new tool orders have 
been permitted to be placed for the last go days, there 
is considerable concern over the lack of positive delivery 
dates, ranging anywhere from four to six months ahead. 
Another hurdle is consolidation of remaining war work; 
the industry has not yet been apprised of specific plans. 

Only quite recently, WPB has shown greater aware- 
ness of the desirability of shortening the time lag in 
automobile reconversion. At the industry’s urgent re- 
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| VE will release enough plants, ma- 


uest, it has permitted the freeing of 7000 automotive 
technicians from war work to begin engineering and 
technical preparations whieh must precede the change- 
over. Also, three leading companies, Chrysler, Ford and 
Fisher Body Co., were specifically allowed, at their re- 
quest, to engage in limited preparatory work towards 
reconversion. 

In the light of the industry’s limited war production 
stake after VE, a look at the production situation of the 


| various companies furnishes a good indication where 


they will stand. 


Position of Individual Companies 

With diminished needs for jeeps, Willys-Overland 
could switch almost overnight into civilian production, 
with reconversion problems small. Ford's aircraft pro- 
grams are largely carried on in separate plants and other 
munitions programs with decline sharply. ‘The company 
probably is in fairly good position to reconvert. In the 
General Motors group, Chevrolet should be fairly ready 


' toreconvert; Buick and Cadillac somewhat less so. With 


emphasis eliminated on the bulk of their ordnance pro- 
grams, Pontiac and Oldsmobile likewise appear in good 
shape for ready reconversion. In the Chrysler group, 
the Dodge and Plymouth divisions, largely identified 
with tank component output, should be relieved of arm- 
ament burdens rather more quickly than De Soto and 


| the Chrysler division proper; the former may be tied up 
| for a long time with its heavy bomber assignment. 


Among the independents, the enviable position of 
Willys-Overland seems followed in approximate order by 
Studebaker, Packard, Hudson and Nash-Kelvinator. The 
latter already ordered machine tools and completed plant 
layouts. Packard, to speed reconversion, acquired new 
factory space to free its main plant from war contract 
work. 

A question intriguing many is: What will the automo- 
bile industry convert to? The oft-repeated statement 
that nothing but 1942 models can be expected has 
come to be questioned of late and ac- 
cording to some trade reports, there is 
increasing likelihood of brand new cars, 
not face-lifted 1942 models coming off 
the initial assembly lines. It is obvious 
that such a highly competitive industry 
will strain to bring out something new 
if at all possible. To this end, much 
research and experimental work has al- 


remains. Detroit may have turned a cor- 
ner in its reconversion thinking and 
major changes may emerge in engines or 
body design. Chief determinant will 
probably be whether there is enough 
time. ‘The ability of parts suppliers to 
deliver promptly is another question. 
As to post-war car prices, ideas have been 
changing, too. The industry is now re- 
ported to be thinking in terms of striv- 
ing to maintain price levels close to the 
1941 range. 

In the automotive. parts industry, 
terials and manpower for good-sized re- 
conversion activity and technical prob- 
lems are for the most part minor. Some 
companies will at least partly continue 
in war production but the time lag in- 
volved in readying the automobile indus- A 
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r traffic will greatly increase 


try should afford the parts industry sufficient time to 
prepare and get under way production so as to build 
adequate parts banks for automobile assembly, provided 
that specifications are promptly available. Sharp ex- 
pansion of output of replacement parts is an immediate 
probability. 

Basic factor behind WPB’s intention to lift most re- 
strictions on VE-Day is really the position of the steel 
industry for without ample steel supplies, no prompt or 
large-scale reconversion would be possible. It has been 
estimated that a reduction of 40% in war programs will 
make available some 55 million tons of steel for non- 
military consumers, an amount equal to 1937 consump- 
tion. That will be enough to go round without any 
restrictions whatsoever; actually, until auto reconversion 
gets going, there will be an oversupply. The same situa- 
tion of course will exist in almost all metals but steel 
is far more basic. 

Thus, until reconversion gets up steam, a marked de 
cline in steel operations must be looked for. Estimates 
of what the operating rate will be immediately after 
VE-Day range from 40%, to 50%, compared with cur- 
of capacity; within a few months a 


rently about 97% 
75% is expected depending on 


rebound to from 65% to 
the speed of reconversion. ‘Thus, while there are few 
technical reconversion problems, steel men have sobei 
thoughts concerning the probable effect of an early end- 
ing of the European war. Technical problems center 
mainly on the reconversion of wide strip mills back 
from war-time plate output to strip output. Some com- 
panies find their so-called product mix vastly different 
from that of peace-time which in turn poses certain 
technical problems. But while production is expected 
to stump markedly for several months, earnings will not 
decline in proportion since the tax adjustment factor 
alone should be important enough to absorb most of 
the temporary drop in operating profits. There is no 
doubt that steel operations after their temporary slump 
will, probably fairly quickly, (Please turn to page 680) 





as civilian transport planes become available 
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Basic Shifts Ahead in Our 


Commodity Export Position 


SY JOON DANA 


Government economists are pretty gloomy over the 
outlook for post-war exports of our agricultural prod- 
ucts. Official inside view is that the American farmer 
stands to lose much of his export markets in the years af- 
ter the war, some perhaps very quickly. Those who study 
these problems can see only sharply reduced foreign 
outlets for our cotton, wheat, corn and most other farm 
crops that once were exported on a large scale. 

The belief is that agricultural exports will resume 
their long-term downtrend once the relief period imme- 
diately following the war is over; and the potentials of 
even that period may fall considerably below earlier 
estimates. Thereafter, we must reckon with increasingly 
sharp competition in the world market which, because 
of our high prices and production costs, invariably 
favors the foreign seller. This trend, it is thought, may 
be affected but hardly reversed by international agree- 
ments on world trade in agricultural products which 
will be sought by our Government in an effort to main- 
tain our share in world markets. 

This unpromising outlook appears not confined to 
farm products alone. Even textiles, especially cotton 
textiles, may conceivably follow much the same course, 
once war-created shortages the world over have been 
made up. New competition in the lower-priced textiles 
field by industralizing nations such as Brazil, Argentina 
and others must be added to that traditionally offered 
in higher grade cotton goods, and woolens, by such 
nations as Britain. 

Some wood and paper products may be similarly af- 
fected and also perhaps some chemical lines where we 
have less relative advantage in production than for 
instance in the manufacture of producers goods, always 
one of our strongest points. The tendency would be 
for foreign nations to conserve their dollar exchange for 
the latter, procuring the former items elsewhere. 

Additionally, two other erstwhile major export com- 
modities stand to lose much of their pre-war importance 
within our indicated post-war export pattern. I refer 
to copper and petroleum products; the specific prob- 
lems bearing on their future export potentials are 
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outlined and discussed in detail later in this article. 

The appended table illustrates the long-term down- 
trend in our exports of such leading export commodi- 
ties as cotton, wheat, copper and petroleum products. 
The downtrend, as can be seen from the figures pre- 
sented, was not only absolute but relative as well. ‘The 
same trend is mirrored by the statistical record of exports 
of raw materials and crude foodstuffs. Since 1929, our 
position as exporter of these commodity groups declined 
progressively not only in line with recessive world trade 
generally but clearly reflecting progressive deterioration 
of our position as exporter. 

The reasons are well known. In the agricultural field, 
we have priced ourselves out of the export market to a 
major extent, fostering a big rise in foreign production 
which now looms as a formidable competitive factor in 
the post-war era. In copper, low-cost foreign producers 
defied successful competition abroad by our own pro- 
ducers. In virtually every field, however, the pre-war 
trend away from multilateral trade bore a large share 
of responsibility for our steadily retrograding position. 


Cotton, our leading agricultural export crop, declined f 


most in relative importance. In 1929, cotton exports 
amounted to 14.9% of total exports; this ratio declined 
to 7.7% in 1939 and 5.4% in 1940, the latter low-point 
already reflecting in part the war influences and embargo 
measures impeding the free flow of our exports. Only 
slightly less drastic was the decline in shipments abroad 
of petroleum products. In 1929 these came to 18.2% 
of total exports with the ratio subsequently dropping 


to 12.3% in 1939 and 7.9% in 1940. Throughout these f 
years, the absolute drop in dollar value was frequently f 


far greater than the percentage decline relative to total 
export volume, largely due to price variations. In wheat, 
the long-term downtrend was hardly less pronounced, 
relatively, though the absolute recession in terms of dol- 





lar value was less important. The showing of copper 
exports was approximately reversed, with the absolute 
decline far more weighty than the relative decline vis- 
a-vis total exports. Both copper and oil products show 
a moderate trend reversal since 1937-38, mainly reflecting 
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preparatory buying abroad in anticipation of war needs. 

As the situation is now shaping up, expansion of world 
trade is essential for a prosperous post-war agriculture. 
We shall need expanded foreign outlets as well as reten- 
tion of war-expanded home consumption if our farmers 
are to have markets for their productive capacity. The 
dificulty will be to find these markets abroad. If we 
fall short of putting to use all that the farmer can pro- 
duce, the prospects for agriculture, and indeed our whole 
economy, are greatly circumscribed. 

There has been much reliance in the recent past on 
post-war relief needs abroad to enable us to dispose of 
our surpluses and maintain, at least for some years, a 
high level of agricultural production and exports. Esti- 
mates of such needs, however, are now being considerably 
scaled down and in some quarters it is questioned 
whether relief needs will be great enough to absorb even 
the food inventories the Government expects to have at 
the end of the war. Indications are that agriculture in 
most parts of Europe has survived the war in good shape. 
What with the strong impetus that war has given to the 
trend towards self-sufficiency, many European countries, 
except those always heavily dependent on imports, will 
soon be able to fill their own food requirements. Thus it is 
feared that surpluses will again plague most food-export- 
ing countries soon after the war ends. ‘Iwo years after 
cessation of hostilities, it is estimated that we in the U. S. 
will almost certainly again be faced with the chronic 
agricultural surpluses of the pre-war era. Realizing this, 
Federal agencies are getting ready for a pitched battle 
against post-war gluts; paradoxically, Federal policy has 
fathered these prospective surpluses and our declining 
export chances. 

Take cotton which is bound to face intensified com- 
petition in post-war world markets and additionally must 
cope, increasingly, with synthetic fibers. Pre-war exports 
averaged about five million bales annually, principally 
to Britain, the European continent and Japan. War- 
time exports were reduced to about 1.5 million bales a 
year, mainly lend-lease to Britain and export sales to 
Canada. Today, our cotton carry-over amounts to some 
10.5 million bales with a new large crop coming up. While 
the war-time loss in exports has been offset by sharply 
increased home consumption (around 11 million bales a 
year), mostly for war purposes, there is little prospect 
of maintaining such a high level after the war. The most 
that is expected of domestic requirements is about seven 
million bales while exports may account for less than 
two million bales, starting us right off again with sizable 
annual surpluses topping the heavy carry-over. 

In Brazil, Argentina, Paraguay, Peru, Mexico, even in 
Russia, the strong pre-war tendencies to expand cotton 
acreage have continued during the war, and although 


these countries also lost a large part of their export busi- 
ness (Russia excluded), they did so without offsetting 
increases in their home consumption. As a result, they 
now have on hand record supplies of cotton ready for 
post-war unloading in the world markets at prices far 
below our own. Egypt and India continue as formidable 
competitors. Add to this the competition expected from 
synthetic fibres and it is not surprising that experts are 
alarmed at the outlook for American cotton exports. 

It is obvious that we shall be unable to compete in 
world markets at anything like present prices; to com- 
pete at all will require the aid of heavy subsidies which 
in turn would draw reprisals from other cotton produc- 
ing countries and inevitably lead to more restrictive 
trade barriers. Besides, this method, freely used in pre- 
war years, runs counter to our avowed desire for greater 
freedom of trade. On the other hand, we are not inclined 
to give up our parity program and other price bolstering 
measures at home. In fact, judging from latest indica- 
tions, the South appears bent on setting the stage for a 
repetition of the economic tragedy of the 1930s by de- 
manding that the Government again intervene to help 
the cotton planter hold a world market commodity at a 
price that the world is not willing and not compelled to 
pay. 

As it is, our export market for cotton can only be 
regained, or partly regained, by some such artifice as 
heavily subsidized sales or an international cartel holding 
an umbrella over all producing countries. With the for- 
mer frowned upon for reasons of principle, the latter 
now appears the more likely prospect, provided that co- 
operation of other producing countries can be obtained. 
Though we have great bargaining power, it is question- 
able how we shall fare in such an undertaking. World 
consumption of low-cost foreign cotton in the years pre- 
ceding the war has greatly outdistanced world consump- 
tion of American cotton and these competitor nations are 
not likely to yield their advantage to an extent that 
would materially benefit our cotton trade. 

The cotton dilemma thus is a very real one. We can 
resume dumping abroad at subsidized prices, with the 
taxpayer making up the difference, but this is repugnant 
to our theories of breaking down trade barriers in the 
post-war world. We can strive for an international cot- 
ton cartel and take our chances on how it may work 
out in the long run. The most natural remedy that 
presents itself would be abandonment of our price sup- 
port policy but this is hardly politically feasible. We can 
try to reduce our production costs by increasing mechan- 
ization and some progress has been made in this direction 
but real progress would mean concentration of cotton 
production in a few cotton states centering around Texas, 
cutting out much of the Southeast that wouldn’t be suited 









































Record of United States Exports | 
| ($ millions) 
1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 1939 1940 | 
Cotton (unmanufactured).............- 770.8 496.7 325.6 345.1 398.2 372.7 390.8 361.0 368.6 228.6 242.9 213.4 | 
Wheat (and wheat flour). . - 192.2 157.4 4.2 1.1 18,5 27.0 15.1 19.3 63.9 101.2 61.3 32.5 
Copper (and manufactures). + 183.4 105.3 54.7 21.2 24.9 49.7 48.9 50.6 93.6 86.8 97.1 110.1 
Oil (an oil po eee - 962.1 495.2 271.2 208.9 200.6 228.3 251.1 264.5 378.1 390.2 358.0 310.1 | 
ON rere 1142.3 829.0 566.7 513.6 590.6 652.7 682.9 669.9 731.1 606.7 44.5 463.6 } 
CI OOEMENE 9... sioces cincisncvcccaas 269.5 178.5 127.0 89.4 48.3 59.0 58.7 1 5 248.9 110.7 74.0 | 
PRNMINI Se Rh iacpbaenensceKenonce 5167.0 3781.1 2377.9 1576.1 647.2 2100.1 2243.0 2418.9 3298.9 3057.1 3123.3 3934.1 
| PERCENTAGE DISTRIBUTION (% of total exports) 
| DE sieves cleweuedie asl erivincceceacee 14.9 13.1 13.6 21.8 24.1 17.7 17.4 14.9 11.1 7.4 7.7 5.4 | 
NUNES i luc cities ea ccinccwecenesenees 3.7 41 3.35 3.2 1.1 1.2 0.7 0.8 1.9 3.3 1.9 0.8 | 
Copper ET OE TE LCC TCO 3.5 2.7 2.3 1.3 y 2.3 S39 2.1 2.8 2.8 3.1 2.7 | 
|  SRASPRA ste eeeeereeeecererereens 18.2 13.0 11.4 13.2 12.1 10.4 11.1 10.9 11.4 12.7 12.3 7.9 
| Mi OA MIRREN eo gs0'« 6:0:5.s.etaiviorsrone:s'svecncate 22.15 21.93 23.83 32.60 35.85 31.08 30.45 27.69 22.16 19.85 17.44 11.79 | 
CEU FOU Soe 6 5 i cictiers Kccicisicsccees 5.23 4.72 5.34 5.67 2.94 4 2.81 2.62 2.40 3.17 8.16 3.55 1.88 
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to mechanized cotton raising. This is a long-range pros- 
pect constantly in the minds of our cotton experts. It is 
one reason why they have been pushing crop diversifica- 
tion in the South but it remains to be seen whether the 
latter’s growing industrialization will provide markets 
for enough of the diversified crops to compensate for 
prospective cotton losses. 

The importance of cotton in the national economy 
need hardly be stressed. It accounts for more than one- 
fifth of the country’s cash income from crops, and the 
sixteen principal cotton states contain more than one- 
third of our population. Cotton growing has largely 
determined the growth and development of the South; 
any disturbance of the Southern cotton economy is bound 
to have repercussions far beyond its borders, for distress 
and unemployment in the cotton belt would at once 
severely restrict markets for products of the North, East 
and West. For the moment, we can anticipate no more 
than a partial solution of the dilemma, brought about 
through a combination of remedial measures; but even- 
tually, modification of the price support policy coupled 
with tariff revisions to stim- 
ulate foreign buying in our 
market looms as the only 
realistic way out. Barring 
this, and perhaps in spite 
of it, our cotton growers 
face the danger of further 
substantial impairment, if 
not disappearance, of their 
export market and the re- 
sultant necessity of reduc- 
ing output by virtually one- 
half. It would mean disas- 
ter to the South unless off- 
set by large-scale agricul- 


tural diversification and 
further rapid industrial- 
ization. 


The mid-western wheat 
farmer finds himself in a 
similar predicament; he 
faces dwindling export mar- 
kets and eventual necessity 
for drastic acreage reduc- 
tion. Wheat production 
this year is expected to exceed one billion bushels com- 
pared with average 1935-39 Output of 759 million bush- 
els. The world’s four major wheat producing countries, 
USA, Argentina, Australia and Canada at the end of 
July had a total wheat supply of three billion bushels, 
consisting of a one billion bushels carry-over and pro- 
duction of around two billion bushels. Estimated 
domestic needs of these four countries are about 1.4 
billion bushels, leaving 1.6 billion bushels for export 
and carry-over. Altogether, an exportable surplus of 806 
million bushels will remain on hand to supplement 1945 
production. Here again, our price support policy will 
make it difficult to dispose of the large surpluses which 
inevitably will build up once urgent relief needs are met. 
The latter, in view of the trend towards self-sufficiency 
in foodstuff production of many nations, may be far 
smaller then generally assumed, and competition of low- 
cost producers may further limit our regular export 
outlets. 

In short, we shall have, not long after the war, a farm 
problem rather than a food problem. Instead of hun- 
gry mouths begging for food, agricultural surpluses will 
go begging for a market. In view of this, agricultural 
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Cotton after the war may again go begging for a market. 


economists are greatly concerned about the Government's 
pledge to maintain minimum farm prices at go% of par- 
ity for at least two years after the war, with its corollary 
of undiminished high production. Rather, some experts 
estimate that we could dispense with 20,000,000 acres of 
farm land after the war and still meet all food demands 
even with full production. It means that we could easily 
shift a million or two of workers from agriculture to man- 
ufacturing but actually, the post-war trend is likely to 
be just the other way, thereby further aggravating the 
over-all problem. 

In wheat, too, hopes of regaining or maintaining our 
export markets rest on future cooperation of wheat-ex- 
porting nations within the framework of an international 
agreement; such an agreement, in fact, already exists 
but in the light of present indications, its continued 
functioning is not likely to reverse the long-term down- 
trend of our wheat exports. A more likely longer range 
solution of the wheat farmers’ dilemma is further crop 
diversification, already under way, and modification of 
our price support policy together with continued cost 
reduction through mechan- 
ization. ‘That such a course 
would entail far-reaching 
economic repercussions, 
goes without saying, quite 
apart from the _ political 
considerations that stand in 
the path of early modifica- 
tion of the Government’s 
price support policy. 

Oversupply rather than 
price is the main handicap 
to post-war revival of our 
copper exports though the 
price factor constitutes a 
co-determinent of future 
prospects. When the war 
ends, there will be tremen- 
dous stockpiles of copper 
and copper scrap not only 
here but abroad. Our own 
excess supplies after termi- 
nation of the European war 
are estimated as high as 2 
million tons of copper, plus 
very substantial amounts of war scrap. Thus it would 
be possible to meet all demands for two years after the 
war without producing a single pound of new metal. 
Abroad, a similar glut, though pérhaps not quite as 
enormous, is anticipated; enough, at any rate, to meet 
the bulk of immediate post-war requirements for re- 
construction and rehabilitation, admittedy large. This 
augurs ill for our domestic copper producers, hence the 
demand for permanently stockpiling huge quantities 
of the metal to neutralize at least part of the surplus. 
Foreign producers, despite their cost advantage, are 
hardly better situated and therefore have declared them- 
selves ready to agree to some sort of an international 
agency to control surplus world stocks and liquidate 
them on a fixed quota basis without completely shutting 
out sales from new production. While this and other 
ideas dealing with the post-war surplus problem are still 
in the discussion stage, drastic measures are required un- 
less we are content to see a large part of the copper indus- 
try become virtually dormant for a protracted period. 

Under the circumstances, our own export prospects 
are none too good; the outlook is worsened by the very 
considerable price differential (Please turn to page 687) 
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LOANS (o industry to bridge the gap of reconversion is 
an accepted principle but it will promote an interdepart- 
mental fight of unusual proportions—even to Washing- 
ton. The fact that big business won’t need guaranteed 
loans veers the question to Maury Maverick’s Small War 
Plants Corporation, but S W P C has no funds. R F C 





Washington Sees: 


The not unexpected refusal of W. L. Clayton 
to accept responsibility for disposal of surplus 
war holdings in the face of a Congressional 
rejection of his ideas on how the job should be 
done sends the program off on a new tack with 
the likelihood that the basic concept will be al- 
tered. 


Clayton placed a literal interpretation on the 
commission given him, namely, that he was to 
dispose of property no longer needed, and noth- 
ing more. That accounted for his insistence that 
R F C should sell off the lands and buildings. He 
viewed it strictly a job of liquidation, without 
social implications. 


The opposing school of thought, and the win- 
ning one, saw in the enormous land holdings an 
instrument by which returning war veterans 
might be rehabilitated and farm families made 
more secure. If that is to be the objective it ap- 
pears that the Department of Agriculture must, 
largely or entirely, administer this phase of dis- 
posal, giving the social aspects full play. 


Should this theory pervade the entire sales 
effort of the government it must mean a longer 
period of liquidation, less accent on dollar re- 
turn. But the financial difference cannot be 
great; total surplus property sales are not ex- 
pected to amount to more than five per cent of 
the cost of war. 











has been powerful in the overall picture impotent to 
small business. Best bet as of today is that the Federal 
Reserve Board will run the show. 


NET RESULT of the Dumbarton Oaks conference was a 
series of pious declarations and a simonized league ol 
nations plan. Undercurrent was one of dollar signs 
rather than beribboned diplomatic seals. Plain truth of 
the matter is that foreign legates came here wanting to 
know to what extent Uncle Sam will “pick up the check’ 
after the war. The results so far were disappointing all 
around: except that is, to the theorists. But it was, at 
least, a start. 


COSTS OF WAR will be appalling in terms of human 
life. The cleanup of Germany is being accomplished at 
an expense in which sight is blurred in the enthusiasm 
of mileage gained. Casualty lists are mounting. Apart 
from casualties, the toll is terrific in lasting effect. ‘The 
real story of what has gone into the military successes 
hasn’t been told; the result is a definite campaign for a 
“soft peace.”” The War and State Departments are wor- 
ried. 


JOHN L. LEWIS has won the battle but has lost the war. 
The bushy-browed leader of the United Mine Workers 
came out of his national convention the victor—but it 
was a hollow win. Having bet twice on the “wrong 
horse” he has thrown his influence behind Dewey but 
his cohorts were more lukewarm than ever before. He 
needed a clear-cut indorsement of his political judgment. 
He didn’t get it. Divorced from the Roosevelt Adminis- 
tration by his own choice, he put all his eggs in the 
Dewey basket. Dewey’s views on Lewis are too well 
known to suggest the possibility of a “win” for Lewis- 
come what may. 


BEGINNINGS of a Western Europe economic-political 
bloc are seen in anticipated coming trade-currency agree- 
ments between Britain on the one hand, and France, 
Belgium and Holland on the other hand. Apart from 
Britain, there will be agreements among France, Bel- 
gium and Holland. Pacts were recently concluded be: 
tween Belgium, Holland and Luxembourg. It seems that 
the Big Three will not do all the international “fixing.” 
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With only six weeks to go, it looks more than ever like a 
close Presidential election in popular vote. However, a narrow popular 
margin for Roosevelt could readily produce a fairly wide margin of 
victory in electoral vote — perhaps almost as wide as in 1940. The 
tiniest winning margin in a state is enough to get all the electoral 
vote. 








a But _ a close popular vote could hardly fail to send to 
Washington a Congress that Roosevelt would have great difficulty in 
working with, whether because of a Republican dominated House or 
an even stronger coalition of Republicans and conservative Democrats 
than heretofore. On this question, in asking his own election for the 
sake of teamwork in government, Dewey has made a telling point that may influence some 
of the now doubtful vote. 


The next published Gallup poll samplings are expected to show Dewey gains 
in popular favor but with F. D. R. still holding a lead. Nearing peace in Europe 
and wanning optimism for prospects of successful world organization through behind- 
the-scenes planning by the three Mr. Bigs are making Democrats less cocksure about 
the election. 

The "Little Steel Formula," tortured to some degree but never substantially 
deviated from, is for all practical purposes a thing of the past. Arithmetic that 
stood the test in wartime couldn't be defended against shortened wWork-weeks which 
meant smaller pay envelopes. 





























The system was, of necessity, arbitrary. It compared workers' incomes with 
their living costs and was subject to the variables that enter into such a method. 





While the fluctuations were slight, the problem was not difficult. The potential 
broad spread between the two colums will be its downfall. 


Politics tinged the decision to permit wide deviation. Not that the 
change wasn't inevitable -- it was bound to come, war or not. But the method of 
its announcement -- via labor convention -- invited lifted eyelids. 

















The pendulum which swung in the direction of general disarmament after 
World War I will be checked at the other end of the arc when the Axis is trimmed. 
Plane, tank, ammunition and other war machine construction will be halted while the 
armed forces absorb and distribute the huge supply which will be left, but stock- 
wal. piling will be a national policy. 


rkers 

ut it Lack of stocks of critical materials is belatedly conceded to be the crux 
rong of America's slow pickup of offensive momentum. Warnings that the problem was 

~ but ahead lacked drama to a smug Congress, but the smugness disappeared with Pearl 


He 
nent. Harbor. - 


Linis Hoarding of minerals and chemicals got off to a weak start in the pre-war 

a period, principally because special interests seized the niggardly appropriation 

wis— of 40 million dollars to exploit their wares. Ships plied from foreign shores to ours 
with emty bottoms, spelling the difference between scarcity and national insurance. 


— Bulging warehouses soon will discharge food commodities on a market unable 
sree: to digest them. UN RRA and the armies of occupation will require two million 
ince, tons less than the outpouring -- wheat not included in the item. 


a Principal difficulty will be in fulfilling the national committment to 
| be: support farm prices. Congress has expressed full willingness to carry out that contract 
that (one of the few sections of the Byrnes report which seems to have no opposition) but the 


ng.” cost has been only roughly estimated. 















































EET 
SEPTEMBER 30, 1944 










: 


“Chief supplier of the foreign markets, this country still won't have a 
monopoly. How to support high prices for United States farmers in a world market 














where agricultural commodities are met at a decided price disadvantage poses a 
problem. 


The answer seems this: Commodity Credit Corporation has authorization to 
meet "competitive world prices." That means dumping abroad, and the difference 


between farm prices and sales totals must be taken care of by the American tax- 
payer. — 








It will intensify, too, as Europe gets on its feet. The foreign trade 
agreement policy comes into play bringing new complications. International agree- 











ments not only must be rewritten, but also the underlying policy may have to be 
reconstructed. 


Gov. Dewey's Philadelphia speech suggesting a huge standing army is the 
Administration's alternative to a large "made work" program backfired, but it 
points up a difficulty that must be met. Manpower devoted to munitions manufacture has 
declined by millions since late 1943, is going down at the rate of 150,000 hands a 
month. 











Unlike the months when the armies were being built up, military estab- 
lishments no longer are draining off personnel leaving the shops and yards. Hundreds 
of thousands of men are still needed in war-related jobs but work is mostly of a type 
that doesn't appeal from a pay-envelope standpoint. 








While it's true that the next six months will see more talk than action 
in the field of consumer goods resumption, separations from war contractors" pay- 
rolls are likely to be accelerated so long as the changeover is regarded as "just 
around the corner." 











Coal production is one of the industries drawing no benefits from the exodus 
out of wartime work. More pleasant work at higher wages has been the fare of many 
former coal miners; they don't want to go back. The younger generation from which the 
mines formerly drew replacements, plus the older workers suffering fatigue, lowers 
the reservoir of potential miners. 








Cure of the problem, some Washington sources say, is a stricter WMC 
policy. "Certificates of availability" to switch from job to job may be made more 
difficult to obtain than in the past. The few remaining adherents of a national 
service act are beginning to realize the futility of their campaign and that no longer 
is regarded a possible solution. 











Several departments of government are serving notice on employees that 
cutbacks are near at hand. At least one million must be dropped from the Federal 
Civilian payroll, funneled into the labor market. 











Early responses to a "sounding out” of war contractors points to large-scale 
disposal of D P C-owned plants to their present operators, on the basis of options 
written into the original agreements. 











Defense Plant Corporation built and equipped billions of dollars worth of 
Plant. Leases provided the methods of operations, types of manufacture, and looked 
to possible acquisition by the lessees after the war. The prospective 40 per cent 
reduction of output brings the options to the forefront. 


Democratic campaign steerers are distinctly annoyed by Churchill's all but 
open advocacy, in some of his recent Quebec remarks to the press, of the reelection 
of Roosevelt. They are even more disquieted by the blunt attock on Dewey made by the 
Russian magazine War and the Working Class because everybody knows it says what Stalin 
wishes or permits. The practical politicos know that British and Communist efforts 
to "help" Roosevelt will not aid in converting presently doubtful voters. Communist 
support, including that within Hillman's PAC, is a Democratic liability from all the 
signs. 
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FINANCIAL 


RESOURCES 


OF LEADING COMPANIES 


BY 


Vir WED against the background of four years of ex- 
panding production for war, “the financial experience of 
American industry has been characterized by swift ex- 
pansion in sales and operating revenues, generally higher 
profits after payment of much higher taxes, and pro- 
nounced increases in holdings of liquid assets. Expan- 
sion of plant and equipment, and of working capital 
needed for the tremendous output of war goods, ‘has been 
financed almost as much by use of Government funds as 
by industry’s own funds while new financing through 
bank loans or the tapping of investment funds through 
the securities markets has been a relatively minor factor. 

On the whole, the financial position of most business 
concerns has been strengthened primarily by increased 
earnings from growing volume in both, war and civilian 
activities. A goodly part of these expanded earnings was 
retained rather than paid out to stockholders in form of 
juicy dividends. Allowances for depreciation were well 
in excess Of the declining volume of private capital ex- 
_— and most corporations created sizable reserves 
lor post-war contingencies. Even so-called war casualties, 
in general, were able to contract their operations on fa- 
vorable terms and for the 


GEORGE S&S. 
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quired to reduce current liabilities such as accrued taxes 
and accounts payable which have also grown markedly. 
This is readily apparent when one considers that in spite 
of the remarkable increase in liquidity, the current ratio 
of most corporations contracted, frequently quite sharply. 

Industry's general financial war-time experience as 
outlined above finds confirmation in a recent analysis of 
the working capital position of American corporations 
undertaken by the Securities and Exchange Commission, 
showing combined working capital, as of March 31, 1944, 
of $43.0 billion compared with $go billion in 1939 and 
$32.1 billion in 1941. A comparative statistical table, based 
on SEC figures, is appended, showing that since 1941, total 
current assets of American corporations rose 31°% while 
current liabilities expanded 29%, with a net gain of 
working capital of 34%. The table further illustrates the 
progress made in the direction of liquidity, showing cash 
and Government security holdings together amounting to 
11.9% of current assets. Receivables represented 28.4% 
and inventories 28.3%, the latter a rather low ratio by 
normal standards. An interesting feature is that current 
assets minus inventories came to $68.5 billion, thus ex- 
ceeding current liabilities 





most part possess adequate 
resources for the resump- 
tion of active peace time 
business. 

Liquid assets, particular- 
ly cash and Government 
security holdings, expanded 
rapidly and steadily, pro- 
viding a welcome bulwark 
against the incidence of re- 
conversion. But it should 
not be concluded that they pig ian on 


will prove adequate for all Other current liabs..... 
post-war needs, either in |) TOTAL CURRENT LIABS. 


Marketable securities 
Receivables... 

Inventories 

Other current assets....... 
TOTAL CUR. ASSETS... 


Notes & accounts payable. 


CURRENT ASSETS AND LIABILITIES OF ALL 
U. S$. CORPORATIONS* 
(in $ billions) 
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| of $52.5 billion, an excel- 
l] lent showing of liquidity. 
Significantly, also, holdings 
of Government securities 
exceed tax liabilities. 
SEC’s opinion, 
continued increase in 
working capital and liquid 
funds of corporations re- 
emphasizes the ability of 
American industry as a 
whole to reconvert and un- 
dertake considerable post- 
war expansion without re- 
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AMER. CAR & FDY. in a good many cases, it would be wrong to generalix parked 
o~ a April 30 this conclusion. The showing of industry as a whole rep 


ASSETS 19 (s po A Change resents a remarkable picture of strength, but each conpequal “ 
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ek es Lat 15.929 19.719  +3.790 cern represents an individual problem as wide differenos##" ” 
Marketable securities............ 13.607 59.186 +45.579 may exist in both the amount of reserves and a com marked 


Receivables, net.........c00c006 28.765 22.140 ; ny’ t-war needs for reserves. 
MUMS ABE, 653555 5 0.5:0 0558 5.0.08 37.354 36.835 sg ll ae 


er current assets...........46 


0.197 i The situation thus calls for individual rather than Jiabilit: 
TOTAL CURRENT ASSETS..... : 138.077 : composite analysis, and the former usually yields littl exageel 
Plant and equipment............ 84. 77.288 : evidence of the oft-heard contention that our corpora receiva' 
—_ depreciation............... . 43.264 tions are rolling in riches. True, corporate savings have 
‘h —, aehitomhth + Raine es ‘ rye . been substantial but so are prospective post-war need 
Dae 215.291 +93.047 of liquid resources. War-time depreciation has been 
LIABILITIES heavy and more often than not, adequate maintenance 
Accts. payable and accruals...... q 11.006 *” —3.210 of plants, buildings and machinery was impossible. Nog 
Reserve for taxes............... , 87.825 © +47.433 has there been a chance for expansion of facilities to 


Other current liabilities.......... 1.945 5.621 +3.676 meet prospective post-war requirements. War-active com 
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eee : pond Mika + tually all enterprises will require large funds for build. 
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“eis Shares , gig he 4 large part of the war-time increase in working capital ap 

ee eT 13 0.4 pears fully earmarked for immediate post-war use; many 

*Advances on Gov't contracts. companies contemplating post-war expansion may ac 

tually find themselves pinched for working capital. 

mes ~ ie A composite picture of industry’s financial position is 

19. therefore apt to be misleading and individual analyse 

ASSETS illi must be made to appraise individual cases. With that 
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daca OO ee 0-708 : rent assets against the composite increase of 31% but ape 

TOTAL CURRENT LIABILITIES... current liabilities rose 85% versus 29% with the result em 
Deferred liabilities.............. that working capital actually declined about 15% against P il 
PLES CREEL Seen k é ; the composite increase of 10.9%. At the same time, cur or y 

iia at eahe aetabaie ec palela es 7 / rent ratio declined from 1.7 to 1.3 compared with a de gl 

ally hi 


sets EX 
most a 
1941, 1 
workin 
materi: 
about 
liabilit 




































LU UIABILITIES. 0 cline from 2.9 to 2.2 in the composite picture. But while 


WORKING CAPITAL......... , the company’s working capital contracted, liquidity rose 
ET : 3.9 
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“4 fand reserves actually declined since 1941. 


arkedly. Cash and securities constitute about 57% of 
yrrent assets, and the latter, minus inventories, almost 
qual current liabilities which is an excellent showing 
for a concern of this type. An interesting point is the 
‘Bnarked contraction of net plant account. Since cash and 
securities combined do not fully equal the amount of tax 
liabilities, the showing of liquidity appears somewhat 
exaggerated, forcing greater reliance on the liquidity of 
Bheceivables and inventories. In view of the company’s 
218 million backlog of unfilled orders, this need cause 
no alarm, however. With no fixed debt, no bank or 
other loans outstanding, resources should be ample to 
meet all prospective obligations. Still, working capital 
position 1s less favorable than in 1941 and additional 
working funds may well be needed to finance the large 
‘Pbusiness on hand. Indicative of the tight working capital 
position is the fact that surplus has increased but little 
Sales for the 

next few years promise to run far above pre-war levels. 
‘— Armstrong Cork represents a somewhat different pic- 
ture. War-time sales have been running high but since 
only about one- third represented munitions output, as- 
.Psets expansion was far less (6.7%) than in the case of 
most active war producers. eon assets rose 13% since 
1941, while current liabilities expanded only 5%, with 
Pworking capital about 16°% higher. These ratios differ 
materially from the composite picture. Cash constitutes 
about 23% of current assets; on the other hand, tax 
liabilities are small. Current assets minus inventories 


- fare more than double current liabilities and the current 


ratio actually increased over that of 1941. It will be 
noted that virtually the entire assets increase occurred in 
current assets, largely derived from retained earnings. 
The company has no debt of any kind and resources 
should be adequate for financing a fairly high volume of 
post-war business. Financial improvement since 1941 has 
been concrete though by no means sensational. 

In an entirely different field, the financial experience 
of Burroughs Adding Machine Co. had much resem- 
blance with that of Armstrong Cork. Current assets ex- 
panded about 14% but current liabilities remained vir- 
tually unchanged while net working capital increased 
18%. Due to fairly heavy depreciation charges, total as- 
sets expansion was only about 9%, however. Tradition- 
ally highly liquid, Burroughs’ (Please turn to page 685) 


THOMPSON PRODUCTS 
Dec. 31 June 30 
1941 1944 
($ millions) 
6.297 


6.397 
7.844 


20.538 


ASSETS 
Cash 


Receivables, net 
Inventories, net 
Other current assets 
TOTAL CURRENT ASSETS 
Plant and equipment 
ioe depreciation 
et property 
Other assets 
TOTAL ASSETS 
LIABILITIES 
Notes payable 
Accts. payable and accruals 
Reserve for taxes 
Other current liabiliti 
TOTAL CURRENT LIABILITIES. 
Long term debt 


8.010 
4.050 


TOTAL LIABILITIES 
WORKING CAPITAL 


Current Ratio 


Change 


+5.287 
+1.762 
—3.029 
+4.020 
+1.635 





CHAMPION PAPER & FIBRE 
April 26 April 30 
1944 
ASSETS 


0.388 
4.135 
7.344 
0.850 
24.044 
44.040 
19.655 
24.385 
1.806 


Receivables, net 
Inventories, net 
ther current assets 
TOTAL CURRENT ASSETS. . 
Plant and equipment 
Less depreciation 
Net property 
Other assets 
TOTAL ASSETS 


LIABILITIES 
Notes payable 
Accts. payable and accruals 
Reserve for taxes 
ther current liabilities 
TOTAL CURRENT LIABILITIES. . 
Minority Interest 
Long term debt 


($ millions) 
11.327 


Change 


+9.410 
+0.388 
—0.302 





PACKARD MOTOR 


Dec. 31 June 30 


Marketable securities 
Receivables, net 
Inventories, net 
er current assets 
TOTAL CURRENT ASSETS 
ant and equipment 
Less depreciation 
Net ‘ages 


16.430 
12.021 
10.930 
159.325 


LIABILITIES 


Accts. payable and accruals 
Reserve for taxes 
er current liabilit 


TOTAL CURRENT. LIABILITIES. 


32.412 
26.148 


+21.947 
+24.535 
+5.387 
+51.869 
+3.500 
+-7.137 
+62.506 
+14.046 


38.707 
50.785 


159.395 
33.720 

Current Ratio 1.3 1.3 
*Unbilled costs & fees under cost oe. fixed fee contracts 
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DOW CHEMICAL 
May 31, 
1942 


($ millions) 
14.120 


16.884 
12.115 


Receivables, net 
16.642 


Inventories, net 

Other current assets 

TOTAL CURRENT ASSETS 
Plant and equipment 
Less depreciation 
Net property 

Other assets 
TOTAL ASSETS. 
LIABILITIES 
Debentures due 
Accts. payable and accruals 
Reserve for taxes 

Other current liabilities 

TOTAL CURRENT LIABILITIES. . 
Minority Interest 

Long term debt 


Bt eee COOL 103.094 139.616 
0.750 
8.247 

14.060 


23.057 


Surplus 
TOTAL LIABILITIES 
WORKING CAPITAL 


Current Ratio 


+17.765 
+1.001 
+3.962 
+36.522 


—1.000 
+2.368 
+2.681 
—0.635 
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"BY STANLEY DEVLIN or abou 


Wane installment financing probably contributed 
to the extremes of the business cycle during 1926-35, it 
has nevertheless become established as part of our eco- 
nomic machinery. Many people of low income may 
over-purchase installment goods, but nevertheless the 
system provides a convenient aid to the budgeting of ex- 
penditures, and hence appeals to those who are unable 
or unwilling to accomplish the same result through sys- 
tematic saving in advance. 

Despite the great amount of unemployment in the 
1930's and the considerable number of units repossessed, 
the foolproof character of the system is demonstrated by 
the extremely low percentage of losses incurred by the 
finance companies. Morover, these companies—at least 
the larger ones—seem able to ride through practically any 
economic storm because of their huge holdings of cash 
and receivables. Even though new business may be cur- 
tailed, cash continues to flow in from the liquidation of 
installment paper. 

Perhaps the greatest danger faced by the installment 
finance companies is the gradual increase in bank com- 
petition. Commercial banks have been slow to enter the 
field. In the 1920’s they were not interested because they 
could make substantial profits in other fields, such as 
security speculation through subsidiaries, loaning call 
money at high interest rates, special loans of various 
kinds, etc. But most of these profitable sidelines have 
been eliminated by the deflation of the 1930's and by 
regulatory legislation; and regular income from invest- 
ments has declined due to the drop in interest rates. 
While the banks have, therefore, been eyeing the install- 
ment business with increasing interest, they have been 
rather slow to build up staffs of experts to handle this 
specialized line of activity. However, in 1942 the finance 
companies did only about 54% of the automotive finance 
business, compared with 70% in 1939; and in the smaller 
miscellaneous lines they had about a 52% interest com- 
pared with 61% in the earlier year. This trend seems 
likely to continue. 

But some of the smaller finance companies have been 
liquidated in recent years, and if our post-war economy 
retains anything like the anticipated national income 
foreseen by most economists there should be plenty of 
business for both the finance companies and the banks. 
While it is true that there has been a huge amount of 
saving by individuals—largely through purchase of Gov- 
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ernment war bonds—it does not appear likely that any 
big percentage of these savings will be immediate 
“cashed in” to buy. new cars, radios, refrigerators, etc 
Many war bonds will probably be retained for a rain) 
day (and also to avoid the loss of interest). ‘The averagi 
small buyer will probably prefer to budget his buying 
against his income through installment financing, as he 
did in the past. 

There has, of course, been a decline in the rate of re 
turn obtained on their paper by the finance companies 
In the early days, while ostensibly charging only 6%, 
various devices such as advance discounts, monthly re 
payments, etc., sometimes converted the theoretical 6° 
into an actual 15-20%. This “racket” made the busines 
highly profitable—especially if operations were sufficient 
ly large and diversified to reduce risk, and to permit bor 
rowing funds at low interest rates. These high return 
have now been whittled down by competitive and legis 
lative factors, but are still ample to insure good profit, 
Moreover, the big companies have been diversifying thei 
business on an increasing scale—in 1942 automotiveli; 
paper was only two-thirds of the total compared with 
nearly 80% in 1939. 

While the finance companies themselves have attempt 
ed (remembering the lessons of 1929-32) to gauge the 
liberality of their credit terms to the economic condi: 
tions prevailing, this was supplemented in 1941 by the 
Federal Reserve Board’s Regulation W, which limited 
repayment periods to 18 months and fixed the percentage 
of down payment for each type of goods. These terms 
were further restricted in 1942, but the effects were no! 
serious because of the cessation of manufacture of most 
items other than jewelry and furniture. New install: 
ment financing dropped sharply, though the personal 
loan business continued in good volume. Total install: 
ment debt is now about $1,800,000,000 or less than hall 
what it was two years ago. 

The big finance companies, foreseeing the dearth ol 
regular wartime business, were smart enough to buy con: 
trol of manufacturing companies making war products. 
Through their ability to file consolidated system tax re- 
turns, they were able to effect substantial tax savings on 
the high wartime earnings of these subsidiaries. Also, 
sidelines such as textile factoring and insurance were in 
creased in order to bolster income. 

The leaders in the installment finance business, Com- 
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mercial Investment Trust, General Motors Acceptance 
Corp. and Commercial Credit, greatly exceed in size any 
of the other companies in the loan business, such as 
American Investment Company, Beneficial Industrial 
Loan, Household Finance Corp., Associates Investment, 
ames Talcott, Inc., etc. Due to the records they have 
established, the CIT and CC stocks have acquired invest- 
ment standing, only partially impaired by the company’s 
wartime difficulties. 

Commercial Investment Trust, biggest installment 
company, was incorporated in 1924, but the business 
ates from 1908. On June 30, 1944 total assets was $198,- 
888,577, of which over $76,000,000 represented cash 
items, $179,000,000 receivables, $15,000,000 investments 
in non-consolidated subsidiaries, and $4,000,000 mort- 
gages and miscellaneous items. Against these assets the 
company owed $20,000,000 to the banks (114% notes 
due 1947) and some $65,000,000 in current liabilities and 
tax accruals. About $7,000,000 reflected deferred income 
or reserves, leaving $107,000,000 common stock equity, 
or about $32 a share (contrasted with the current market 
price of 45). The fact that the stock is selling about 40% 
over liquidating value indicates faith in the company’s 
ability to maintain a substantial rate of earnings and 
to continue generous dividend payments. 

Dividend payments reached a maximum of $5.00 in 
1937, remained at $4.00 in the four years following and 


CragBat $3.00 in 1942-3. In the second quarter of 1944, how- 
UY IN Mever, the quarterly rate dropped from 75c to 6oc. Based 


which reached a peak of $105,000,000 in 1941, is now 
only $20,000,000, and short-term notes payable have 
shrunk from $359,000,000 to $8,000,000. $9,494,100 $4.25 
preference stock was redeemed at 110 in June, 1943. 

The wholly-owned factoring subsidiaries, Commercial 
Factors Corporation, William Iselin & Co., Inc., and 
Meinhard, Greeff & Co., Inc., had a combined volume 
of $570,000,000 in 1943. However, the net earnings from 
this business (which accounted for nearly 85% of total 
volume) were not indicated. Factoring subsidiaries 
financed manufacturers and selling agents in the distri- 
bution of many types of war material, including uniform 
and parachute fabrics, canvas and other textiles and 
various manufacturing products ranging from shoes for 
the Army and Navy to aeroplane wing and glider assem- 
blies for the Air Forces. In this war financing, the com- 
pany presumably had to compete with V-Loans by com- 
mercial banks, Government advances, etc. Presumably 
the margin of profit in this business was for smaller than 
in the usual installment business, due to rapidity of turn- 
over factors, but it nevertheless helped to tide the com- 
pany over a lean period. 

Regarding the post-war outlook, the company is af- 
fected somewhat by uncertainties with respect to the Ford 
business, as compared with General Motors and Chrysler. 
Ford’s indicated intention of building a low priced 
“stripped model” may not prove as successful a policy 
as in the days of the old “Model T,” at least during the 
immediate post-war period when so many people can 
afford higher priced models. However, Ford will doubt- 
less always retain a substantial part of the industry’s vol- 
ume, and Commercial Investment Trust will benefit 
thereby. 

While CIT has recovered from the 1941 low of 19, it 


is currently about five points under the 1944 high, and is 


around or below average levels (mean of high and lows) 
for each of the years 1934-40. While the recovery of pre- 
war earning power has been partially discounted, there 
may be some further possibilities for appreciation at 
present levels, and the past record gives the stock invest- 
ment calibre. However, it is of course subject to reactions. 

Commercial Credit, third largest installment finance 
company (GMAGC, subsidiary of General Motors, ranks 
second), was incorporated in 1912. Its various lines of 
activity now include the following: Wholesale financing, 
(manufacturers and distributors finance of autos, re- 
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» aS ifn the indicated current rate of $2.40, the yield of 5.3% 
still appears moderately attractive as compared with the 
OL TeHindicated return of 4.8% on General Motors, 3.7% on 
pamesBGeneral Electric, 3.7% for Standard Oil of N. J., etc. 
ly 6% Earnings in the first half of 1944 were $1.05 compared 
hly Teh vith $1.72 in the first half of 1943 and $2.94 for the cal- 
al 6° Rendar year 1943. Of the six months’ earnings (before 
USINGSHaxes and interest) $2,538,808 represented operating 
icientBrofits, $926,164 return on investments and miscellaneous 
it bor Bncome, $1,255,498 equity income from National Surety 
eturns orp. (of which $500,000 was taken in dividends) and 
| legis $577,000 from manufacturing subsidiaries (of which a 
rofitsHittle over half was taken down). Obviously the policy 
3 thellfit diversifying the business has proved a lifesaver. Na- 
nouNeHional Surety Corp., which had hard sledding during the 
| withBarly 1930's, was acquired in 1936 for only $11,531,000 
and current earnings are at the rate of over 20% on the 

tempt Bnvestment. Holtzer-Cabot Electric Com- 
ze theBhany and Micro Switch Corp. were ac- 

cond:Buuired in 1942 and later merged into 

>y the irst Industrial Corp. ss i 
mitec® In its regular line, Commercial Invest- 
“ntagiment Trust has diversified by entering 

terms Bhe textile factoring field, financing ma- 
re nNo'Mhinery sales and miscellaneous credit 

mOS(Hperations. At the end of 1943, auto- = 
nstall: Bnobile paper had dropped to only 13% | 3 NY 
rsonal Bf receivable compared with 54% short- | Q ° 

nstall: yafter Pearl Harbor. At the end of last 5 

1 haltBear, the factoring business accounted | » 

por 48% of receivables. In its formerly 6 4 

‘th olfmportant automobile operations, financ- | 3 

y con Hing of Ford car sales was carried on | ™ 

ducts Hhrough Universal Credit, a wholly- Now, 
1x T¢Mwned company, while other important 

gs ON flames included Studebaker, Nash, Hud- 
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frigerators, etc. while they are on exhibition awaiting 
resale to customers); installment financing on retail sales; 
FHA notes covering building improvements under the 
National Housing Act; discounting by manufacturers or 
wholesalers of current open commercial accounts for 
80% or more cash (called “non-notification,” since cus- 
tomers are not advised); factoring of textile goods (which 
means that Commercial Credit handles and guarantees 
the credit and collection work); credit insurance for 
manufacturers, to limit their losses on sales and ship- 
ments; fire, automobile and casualty insurance; and 
“small loans” to individuals, secured or otherwise. 

A substantial part of the company’s business is car- 
ried on through subsidiaries, made necessary by laws of 
different states. Major subsidiaries are: Textile Bank- 
ing Company, Inc. of New York, Edmund Wright Gins- 
berg Corp. (factors), Calvert Fire Insurance Company, 
American Credit Indemnity Company, Cavilier Insur- 
ance Corp., Plymouth Fire Insurance Company, Penn- 
sylvania Casualty Company and Manufacturers Casualty 
Company. The company also has a 59% interest in 
Gleaner Harvester Company, a small producer of com- 
bines, and a 100% interest in several companies produc- 
ing war goods. The names of the latter companies (pur- 
chased for $8,762,746 in 1942) have not been disclosed. 
However, in the twelve months ended June goth, 1944, 
their net sales amounted to $76,326,111, and gross profits 
were $16,053,873, apparently indicating a profitable in- 
vestment. 

Commercial Credit has somewhat more “leverage” than 
Commercial Investment Trust. There are $35,000,000 
notes and $12,193,800 $4.25 preferred stock (convertible 
into common at $65). The number of common shares is 
proportionately smaller, however—1,841,473, vs. 3,580,- 
948 for CIT. Unlike CIT, which has maintained divi- 
dends since incorporation in 1924 (with a 150% stock 
dividend in 1929) Commercial Credit record was ‘marred 
by ommission of dividends in 1933, following a deficit in 
1932. However, its over-all historical record has been im- 
pressive, with unbroken record of cash payments from 
1913 to 1932, together with numerous stock dividends 
and split-ups. Thus, the holder of an original share in 
1915 would now have some thirty-three shares. 
Dividend payments dropped from $5.50 in 1937 to 








| 
Statistical Comparison 
Commercial Com. 
Credit Investment 
Co. Trust 
1943 gross volume of business ($ mill.) $476. 86 $673.69 
1943 net profit ($ million).......... $6.35 $8.89 
1943 earned on common, per share. . $3.17 $2.94 
a — on common, % of market 
re en ae ee eee 8% 6.5% 
Pane 12 mos., ending 6/30/44.. $3.04 $2.28 
oe ee eee $2.00 $2.40 
Dividend yield Baas eap pois sehen sor 4.9% 5.3% 
Price earnings ratio, basis indicated 
Ee eee eee 13.5 19.7 
Ten years avge. earnings per common.. $4.71 $4.84 
Maximum earnings, per common..... $7.10 $6.36 
dto. percent of market price......... 17.3% 14.1% 
Minimum earnings, per common..... $3.17 $2.94 
dto., percent of market price........ 1.1% 6.5% 
Book value, per share.........se008 $31.75 $31.06 
Cash holdings, per share............ $11.90 $6.00 
1944 price range....... see eeeeeeee 431) " ¥y% 50 —"" 
oe i, DA AOSE ee errr 



























$4.00 in the two following years and $3.00 in later yeag 





This year, however, the quarterly rate dropped on Jug 
goth from 75c to 50c. The cut was sharper than that 
CIT, which cut its April ist rate from 75c to 6oc. Cy 















rent earnings, however, are holding up considerabl 
better than those of CIT. The first half showed net ¢ 
$1.51 compared with $1.64 in the same period of lay 
year. It is expected that some decline in earnings i 
the second half may result in the year’s falling beloy 
the $3.00 level, as compared with $3.17 in 1943 and the 
high (for recent years) of $7.10 in 1937. 

Commercial Credit’s largest business is normally the 
financing of auto sales, principally Chrysler and Packard 
In 1943 retail auto paper was still one-third of total r 
ceivables (compared with only 13% for CIT), whil 
wholesale auto notes amounted to 16% and non-aut 
business 38%. ‘The difference between the two com 
panies may be partially accounted for by the fact tha 
CC has been aggressive in financing installment pa 

































ments on used cars, this business showing an increase iti. 


1944 compared with last year. 












Renegotiation Reserves 





Commercial Credit has set up substantial reserves for 
renegotiation of manufacturing profits and/or exces 
profits taxes. In the twelve months ended June 30, 1944, 
the charge was $5,397,791 or $2.93 a share compared with 
the earnings of $3.04. However, because of the fact that 
the reserve includes taxes it is difficult to compare the 
figures with those for CIT, which has buried some re 
serves in its net commissions. 

Unfortunately, neither CC or CIT make a very clear 
cut distinction in their income statements between their 
various lines of business, though the latter (as noted 
above) showed the final net earnings of its manufactur 
ing companies. ‘This Commercial Credit does not do. 
While net sales and gross profits are shown separatel} 
for the manufacturing companies, selling, administrative 
costs and taxes are apparently buried in the over-all sys 
tem figures. The income account appears difficult for: 
layman to interpret, with respect to items such as the 
$2,153,375 credit under “Reserve for Losses in Excess 0! 
Net Losses’—which presumably has reference to insur 
ance losses, reflecting a credit or reduction in reserve 
previously set up. There is also another credit of $610; 
770 under “Reserves for Deferred Purchase Price—Manw 
facturing Subsidiaries.” These credits aggregate ovel 
half of the charge for renegotiation and tax reserves. 

While it is rather difficult to draw exact conclusion 
from the available figures, it appears that Commercil 
Credit has a much bigger interest in war industry com 
panies than CIT. It has also retained a more substantia 
amount of automobile business—its motor receivable 
totalling $46,000,000 as of June goth, compared with les 
than $30,000,000 for CIT. However, it has diversified 
much less in other lines. 

Both companies have a strong cash position—CIT ha 
cash assets equal to some 91% of all debts while Com 
mercial Credit’s cash and marketable securities slight] 
exceed its total debt. It is only fair to add that the com 
parison would be improved for CIT if its non-consoli 
dated subsidiaries were included. 

It is difficult to make a choice between the two stock 
(see accompanying tabular comparison). In recent yealj 
Commercial Credit has usually sold a few points belov 
CIT. With such similar records and setup, any invest 
ment in the industry might well be equally divided be 
tween the two stocks. 
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West Virginia Pulp & Paper Co. 


Outlook for Leading Companies 


BY 


Common everyday garden variety of paper is now 


(along with lumber) the tightest of all major commodi- 
ties. So say WPB officials, who are maintaining controls 
on its use the most restrictive in the long and cyclical 
history of the paper industry. 

Despite rigid Government supervision, the $2,000,- 
000,000 domestic paper industry is in a lush profit period, 
having been swept by the war economy from a position 
of low earnings and low-capacity operations to a point 
of striking inability to meet demand. 

Military needs for packaging supplies, as well as paper 
needs for communication, maps and the scores of uses 
in the ordinary conduct of running the services have 
soared to a point where they take, directly or indirectly, 
over two-thirds of the entire paper and paperboard 
supply. Several dozen Government regulatory orders, 
meanwhile, are controlling civilian usage to prevent a 
tremendous scramble for the residual production over 
and above Army and Navy requirements. 

While skimpy inventories, heavy backlogs and ever 
rising demand are the order of the day, many paper 
consumers are optimistically looking toward the Ger- 
man collapse for relief and a return to a free economy 
in paper use. Unfortunately for these hopefuls, the 
optimism is not entirely warranted. 

Some relief it is true, will materialize, but with a huge 
reconversion program shaping up and concomitant 
enormous paper work involved, as well as extensive 
programs of providing paper to Europe (despite help 
from Scandinavia) and the intensification of the war 
on the Japanese front, little relief is indicated. In fact, 
it is believed that the War Production Board is planning 
no relaxation in its paper consumption orders on Vic- 
tory Day in Europe, even though a broad relaxation is 
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planned in other fields, particularly in the metals. 

As soon as paper supply gives indication of coming 
into balance with demand, such controls will be lifted, 
though this is not an imminent likelihood. Meanwhile, 
the paper industry should continue to prosper even 
under suppressed demand and even under competition 
from Scandinavian pulp and paper which European 
V-Day will bring. 

Scandinavian countries will come back slowly, with 
the exception of fortunate Sweden, which already has 
600,000 tons of pulp in inventory, but there will be 
only a small amount of this pulp entering the United 
States, owing to the huge demands from war-torn 
Europe. Certainly not enough will be imported for 
many months to ease the minimum 9,000,000 ton annual 
needs of the U. S. paper and paperboard industry. 

Russia—always a huge potential—will be unable to 
be a real supply factor for a year or perhaps several 
years after Germany falls, because of the tremendous 
disruption caused its industrial system by war, low 
manpower caused by battle losses and still undeveloped 
pulp and paper resources. 

Our neighbor, Canada, is in a fair position to increase 
pulpwood, woodpulp and paper production, but she 
herself maintains that it will be a year after Germany’s 
collapse before any great help can be extended the 
United States. British Empire demand, meanwhile, is 
likely to be large and traditionally represents a prior 
claim. 

Thus, it will be at least a year after Germany’s defeat 
before weighty competition will hit the U. S. pulp and 
paper industry. During this period the overall accumu- 
lated demand, new paper products, reconversion and 
the great advertising campaigns planned to push post- 
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war products will maintain large demand. Paper com- 
panies are in a strong position to profit from a high 
level of demand, owing to large wartime earnings which 
bolstered working capital, no machinery reconversion 
problems, low inventories and considerable progress in 
promotion of paper use versus uses of other materials. 

Loking at the near term situation with its manpower 
and material shortage problems, and eliminating con- 
sideration of German collapse for the moment, there 
are prospects of our being able to maintain the improved 
rate of pulpwood production over the last quarter. Can- 
ada, our only source of supply aside from domestic, also 
is likely to continue shipments of newsprint at the cur- 
rent rate of 200,000 tons monthly and woodpulp at 
1,100,000 tons annually. The maintenance of this rate 
has necessitated such drastic measures on the part of the 
Canadian Wartime Prices and Trade Board as transfer 
of wood inventories between mills and rigid scheduling 
of mill production in order to make up the deficiency 
of current available wood supply caused by the un- 
precedented drought conditions in certain areas of 
Canada. 

United States military and government requirements 
for most classes of paper and paperboard are currently 
at the highest level ever reached. FEA needs for lib- 
erated areas, as well as Army demands for groundwood 
printing, book and fine papers continue upward with 
even larger requirements stated for the fourth quarter. 

This will likely mean less paper produced for civilian 
uses but present levels of supply may be maintained by 
drawing further on consumer inventories and by en- 
couraging consumption of remaining quantities of heav- 
ier papers that have been held as dormant inventories 
by some consumers for more than a year. Civilian sup- 
plies of wrapping paper and bags will remain tight in 
the fourth quarter. On the whole, however, all paper 
companies will in any event, war or peace, enjoy a 
highly profitable fourth quarter, with good prospects, 
too, for. 1945. 

The statistical table in this article lists the more 
prominent companies in the paper industry. Funda- 
mental appraisal of these companies shows them to be 
speculative because of normal exaggerations in the paper 
industry cycle. The industry long has been recognized 
as one of the most sensitive indices to trade changes, 
collapses in its business often being quite precipitate. 

Champion Paper & Fibre, strongly integrated, is a 





eG 
New Brunsutck International Paper Co. 
From lumber to paper: Logs are being cleaned and pre- 
pared for conversion into wood pulp. 
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leading manufacturer of book papers, coated papers fo 
magazines and paperboard of various types. In common 
with most in the industry, pre-war earnings record 
showed sharp year to year fluctuations, with moderate 
deficits in poorest depression years. Best pre-war results 
were in 1936, with net of $2.34 on the common. Under 
war influences, earnings advanced to a record high $4.71 
for fiscal year ended April 30, 1942, declining to $3.63 
in the following year and to $2.57 for the fiscal year 
ended last April go. 

It should be noted that most paper companies had 
optimum conditions for profits in 1941. There was heay 
forward buying, no price ceilings or consumption con. 
trols and Federal taxes were far lower than now. Only a 
few, mainly fabricators of specialties, have present earn. 
ing power close to or moderately above 1941. In the 
case of Champion, integration of operations in recent 
years and expansion of facilities have laid a basis for 
long-term earnings above the pre-war average. Working 
capital position, long notably strong, has been further 
bolstered recently, partly by sale of additional previously 
authorized 25,000 shares of 6% preferred. As a result, 
current ratio shown by latest balance sheet was up to 
approximately 8.1 against 4.8 the year before. This rep- 
resents substantial surplus funds to be used later for 
capital purposes. There are $11,000,000 of long term 
debt and 114,493 shares of preferred ahead of the 550, 
500 shares of common. 


Container Corporation 


One of the most conservative companies is Container 
Corporation of America. This company is the largest 
manufacturer of boxes and paper packages, representing 
one of the stronger divisions of the paper and paperboard 
industries. Largest possibilities, too, exist in this field 
since ingenious packages and ideas always find a ready 
market. 

Despite various restrictive War Production Board 
orders such as L-317 and L-239, affecting consumption 
of paper boxes and containers, it is expected the com- 
pany will show earnings this year little changed from 
those of 1943 when $2.80 a share was earned. In view 
of this fact and the company’s strong financial condi- 
tion, it is likely that dividends will be maintained at 
the current liberal rate. At the end of 1943, the com- 
pany maintained cash alone equal to current liabilities, 
with current assets approximately four times current 
liabilities. 

Crown Zellerbach is a well-integrated and diversified 
paper producer being the largest company on the West 
Coast. Diversification lends stability to operations and 
its well-entrenched position on the Pacific Coast makes 
the company’s competitive position formidable. ‘Though 
newsprint, a large volume item (35% of total tonnage), 
is not highly profitable to the company, it is a basic 
bread-and-butter item and adds to stability of opera: 
tions. Bag and wrapping papers likewise are a major 
item, with considerable expansion likely in that field 
when particularly restrictive WPB orders are lifted or 
modified. On the whole, the company may be expected 
to benefit as much or slightly more than the average 
when the industry again enjoys a period of free economy. 

Earnings record of Crown Zellerbach has a fairly good 
degree of stability, though less so than in the case of 
Container Corporation. Whereas Container’s per com- 
mon share annual earnings since 1940 ran $2.80, $2.94, 
$2.98 and $2.85, Crown Zellerbach’s have run $2.19, 
$2.16, $2.13 and $2.86. Fiscal year ended April go, 1945, 
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should witness earnings at, 
of the last fiscal year. 

The current annual dividend rate of $1 a share ap- 
pears safe, being well cushioned by earnings and a strong 
financial condition. As of April 30, 1944, current assets 
were more than 41% times current liabilities, while cash 
and Government securities about balanced the total of 
current liabilities. 

Gaylord Container’s ten box factories convert the 
board from its Bogalusa, La., mill into shipping con- 
tainers for consumers goods. Containers account for 
about 65% of the company’s total business, with wrap- 
ping and bag paper making up the remainder. Though 
the decline in consumers “goods manufacture has _per- 
mitted the company to make substantial sales to the 
military, rebound in earnings should be noteworthy as 
reconversion to consumers industries progresses. Thus, 
prospects over the next year or so may be considered 
favorable. 

Earnings record is somewhat less favorable than Con- 
tainer’s or Crown Zellerbach’s, having run per common 
share for the last four years: $1.56, $1.55, $1.98 and 
$2.04. In view of a favorable Pa condition, how- 
ever (current assets three times current liabilities), no 
early change in the current quarterly dividend rate is 
anticipated. 

International Paper, giant of the paper industry, is 
unparalleled in its scope anywhere in the world. Prac- 
tically every kind of paper and pulp is produced, big- 
gest volume items being in kraft paper and kraft board, 
sales of which approximate 1,300,000 tons annually, or 
about three times the amount of newsprint, company’s 
number two product. Huge capacity and large over- 
head give a high degree of leverage to company’s opera- 
tions, though the company is far from top capacity now 
because of a dozen or more WPB limitation orders 
affecting it. Since paper is in short supply and is likely 
to continue so for some time, the prospect of full lifting 
of these orders is slight even after Germany’s fall. Large 
paper demands during and after reconversion are likely 
to bring high operations for some time in the future. 


or slightly larger than, 


Effect of Regulation 


Effect of regulation and the normally sharp fluctua- 
tions in earnings is displayed in the record of the last 
four years. Thus, earnings in 1939 were only $0.14 a 
common share, jumping in 1941 to $6.07 and fluctuating 
sharply in following years from $6.37 in 1941 to $1.75 
in 1942 and $2.07 ‘in 1943. This year’s earnings seem 
likely to top those of 1943 despite added regulation. 
Thus, consideration to common dividends are likely, in 
that financial condition is excellent, with current assets 
over five times current liabilities and cash items alone 
more than twice all current liabilities. 

Kimberly-Clark’s fortunes tie in considerably with 
those of the magazine industry, the company being a 
large producer of book paper. However, the wadding 
and specialty divisions are making for fundamental 
long term growth. The good outlook in these fields, plus 
the promising post-war prospect for magazine advertis- 
ing indicate that the company’s earnings should con- 
tinue better than average for the paper industry. 

Earnings record through the major depression of the 
early ’30s was better than most paper companies. In 
recent years earnings have been at high levels running 
as follows in the last four years: $3.69, $3.25, $4.72 and 
$3.44 per common share. Favorable current earnings 
and a fair financial condition indicate full continuation 
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‘Statistical Data 
Approx. Ap- 
Ratio prox. | 
Per Current Divs. Cur- | 
Earned Share Assets Paid rent | 
| 1943 1942 toCL. 1943 Price 
Champion Paper. .A$2.57 7 ra 8.1to1 $1.00 27 
Container Corp.... 2.80 4Qto1 1.50 25 
Crown Zellerbach. A2.19 Ag. 16 46to1 1.00 18 
Gaylord Container. 1.56 1.55 3.0to1 1.00 19 
fn€, Vanet< s c5:0«: 2.07 1.75 5.4to1 None 19 
Kimberly-Clark.... 3.69 325 Zitt 1:75 3 
Scott Paper...... 1.94 2.22 3.3to1 180 42 
Sutherland Paper.. 2.86 257 29to1 1.25 29 
Union Bag....... 0.83 1.50 3.3 to1 0.30 12 
| West Va. Pulp & | 
| J) ee ee B2.12 B2.31 3.4to 125 22 | 
A Fiscal years ended Ang by = 1944 and ‘1943, | 
| B_ Fiscal years ended Oct. 3 











of the company’s generous dividend policy. 

Scott Paper, pre-eminent in the toilet tissue and paper 
towel field, represents the most stable major company 
in the paper industry. This applies not only to earn- 
ings but also to dividends. Reflecting stability the com- 
pany reported substantial net income throughout the 
depression of 1930-1933 and also paid dividends through 
this period. More recently earnings per common share 
have been as follows: (last four years) $1.94, $2.22, $2.52, 
$2.46. Little change in either earnings or dividends. is 
anticipated. 

Sutherland Paper is a leading maker of paperboard 
containers, chiefly paraffined cartons used in the food 
industries. Sales growth has been much above average 
and earnings and dividends have been notably stable. 
Only in 1932 was there a deficit and then only 3 cents 
a share. Present earning power ($2.86 for 1943) is only 
moderately above best pre-war years and is just a shade 
above 1940 and 1941 results. Working capital position 
appears adequate to needs, though current ratio is next 
to the lowest among the companies listed in the accom- 
panying table. Aside from virtually nominal remaining 
amount of debenture debt out of $1,000,000 issue sold 
in 1940, capitalization is only 287,000 shares of com- 
mon. The company’s outlook appears promising, and 
investment status of the equity is one of the best in the 
paper industry. 

Union Bag and Paper is one of the more speculative 
companies in the paper industry, being also the larg- 
est manufacturer of paper bags in the world. Activities 
also extend importantly to paperboard and wrapping 
paper segments. Competitive position was improved 
by earlier construction of a large Southern mill. Im- 
proved prices should help profit margins and earnings 
this year should top those of 1943, which reached $0.83 
a common share. In preceding years common share earn- 
ings ran as follows, beginning with 1942: $1.50, $1.70 
$1.68. With earnings prospect favorable and financial 
condition satisfactory, dividends somewhat above those 
of 1943 should be paid this year. 

West Virginia Pulp and Paper is a large producer of 
white paper and has also expanded considerably and 
profitably in the kraft field. A strong trade position and 
efficient operating methods point to favorable compari- 
son of earnings in the fiscal year to end in October 31, 
1944, against those of the preceding fiscal year. In past 
fiscal years, beginning with most recent, earnings per 
common share have run: $2.12, $2.31, $3.96, $3.29. Sim- 
ilarly, since financial condition (Please turn to page 688) 
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Six Post-War Opportunities 


Priced Near or Below Net Working Capital 
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BUSINESS: The leading manufacturer of laundering and dry cleaning 
equipment. Also makes machinery for chemical plants, textile mills. 
Has plants in Cincinnati, Chicago and Rochester, N. Y., with branch 
offices in principal cities. Owns manufacturing subsidiaries in Canada 
and England. Present corporaton, built largely on mergers of older 
predecessors, has 35-year record. 


OUTLOOK: In the war period a major portion of sales has been to the 
Government but mainly of regular products. By the end of the war 
the company's civilian customers, especially laundries, dry cleaners and 
textile plants, will have been under-supplied for several years. There- 
fore, on basis of normal volume plus deferred demand, post-war sales 
potentials appear promising. 


COMMENT: Capitalization is 545,222 common shares. Financial posi- 
tion is strong. Latest balance sheet showed current assets of $21,216,680 
—constituting nearly 75% of total assets—of which cash items totalled 
$9,704,617. Current liabilities were only $2,910,469. Working capital 
exceeds $33 per share. Dividends have been paid even in depression 
years. Present rate is $2 a year. Largest payment was $3.50 in 1941; 
best pre-war figure: $1.65 in 1937. War period earnings (3.96 in 1941, 
$2.21 in 1942, $2.42 in 1943 and 96 cents for first half 1944 versus $1.13 


| 





year ago) have been above pre-war, when deficits were experienced in | 


1932-1935 and highest net was $1.67 in 1937. 


MARKET ACTION: Listed on Cincinnati Stock Exchange, traded in- | 
actively on Curb. 1944 range: 34-25!/2; recent price 31. Pre-war high, | 
1937, was 36!/44. The 1942 low was 19. Purchase favored on substantial | 

| 













reaction. 
COMPARATIVE BALANCE SHEET ITEMS 
($ millions) 
Dec. 31, 1943 
1939 latest Change 
ASSETS 
a OE a ree aes 1.675 1.648 —0.027 
Marketable Securities...............20005 6.689 8.056 +1.367 
Receivables, net.......6.-.-.eeeeeeeeees f 6.267 +0.442 
Inventories, net............. sé 5.204 49.134 
her current assets......... 0.041 —0.016 
TOTAL CURRENT ASSETS 21.216 +3.900 
Plant and equipment k 9.674 +0.153 
Less depreciation......... : 6.007 +0.822 
Net property... .....--eeeeeeee 3 3.667 —0.669 
| Ca eae eae 3.494 —0.473 
PEPE UND Sc vv esse sanccce ec cees 28.377 +2.758 
LIABILITIES 
ED. C255 5055 giuueics Kw. 66 eie-e — 
Accts. payable and accruals.............. 0.335 0.7 +0.464 
Reserve for taxes.............- +. 0,091 2.037 +2.016 
Other current liabilities.......... 0.098 0.074 —0.024 
TOTAL CURRENT LIABILITIES. 0.454 2.910 +2.456 
Deferred liabilities.............. 0.227 0.061 1 
Short term debt..............+. — — pe ea 
LORN POND DOU soc cc cccccsccccccccocece — an 
EUEGEGGh hice eckcesvbeus beste ¢ 0.03 0.340 +0.306 
SED 0655's sinie 6in50 o0056o0bso5%4 06 11,077 10.905 —0.172 
ES ae a ey perry 13.827 14.161 +0.334 
TOPE LIABILITIES....002000ccccccc0e08 25.619 28.377 +2.758 
WORKING CAPITAL.........-.-00008 16.862 18.306 +1. 
SEED 5 3G acca es datsestssoeesons 38.1 7.3 —30.8 
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BUSINESS: Largest manufacturer of seating equipment for theaters, 
churches, schools and other public buildings, buses, etc. About a fourth 
of normal sales are from distribution of school supplies—paper, pencils, 
etc.—made by others. Has large plant in Grand Rapids, distributing 
facilities in eight centers. The business has a 45-year record, 18 years 
in present corporate form. War work was a major portion of volume in 
1942-1943 but has since receded greatly. 


OUTLOOK: Accumulated civilian needs for company's products are 
believed extensive; and expected resumption of public works of in- 
stitutional type will be particularly beneficial. Post-war sales may readily 
exceed best pre-war figures, which were around $8,400,000 in years such 
as 1937 and 1939, but probably will be less than war-period peak of 
$14,438,000 in 1942. 


COMMENT: On 221,062 outstanding shares, preceded by $1,020,000 in 
notes, company earned $2.88 per share in best pre-war year 1937 and 
average of $2.32 for 1935-1937. With low margins on war work, recent 
figures were: 1941, $2.28; 1942, $2.17; 1943, $1.52. Due to cutbacks, 
half-year net was 65 cents vs $1.15 year ago. Return of pre-war earn- 
ing power hinges mainly on tax relief. Dividend record fair. 50-cents 
probable this year against $1 in 1941-1942. Financial position good, 
working capital nearly $17 a share. 


MARKET ACTION: Stock sold as high as 29 in 1937; between 5 and 


634 on lows of 1940-1942. 1944 range; 18!/4-13!/2; recent price 16!/2. 
Issue is quite volatile only on major market swings. 


een SHEET ITEMS 








millions 
a son, 1944 Ch 
atest ange 
gapers “ 

Dic cnsGhnabebhtnseeredsivenbewbiae 0.244 1.020 +0.776 
Marketable Securities. ............0e000 — 
PONIEURT ORs s 5 0.0 5: is's's'n56-00 0:6'c0900,6's 2.761 1.932 —0.829 
MNT cna 0: 0.45 91516 0:6 si nrecece.9-09 99: 2.320 3.535 +1.215 
Other current assets.......... ++. 0,070 2.630 +2.560 
TOTAL CURRENT ASSETS.. coos «= 5, 895 9.117 +3.722 
Plant and equipment...........seeeeeeees 4.823 NLA, NLA, 
WE RAIMI, 56:5. 6'6:6.5 0:0:0'0'9''0.5'5.0'0:00-0% 2.125 N.A, N.A, 

SDN ss'cn5.44'0en 0006055006 <ev'se se 2.698 2.713 +0.015 
IN sa cigie:¥6(6°0'p'0/0\-6)0'6 ¥i0'8 6 0h.0 015% 0.147 0.146 —0.001 
MEDIDA TIRNOENS 5 60.5. oc cccnvisorccvenesis .240 11.976 +3.736 
LIABILITIES 
PUONES PRUNNNO . occ cccccccscecevccccecs.s 0.600 2.600 pe, 
Accts. payable and accruals.............. 0.436 0.604 +0.168 
Reserve for taxes..........000. coe 0,165 0.265 +0.100 
Other current liabilities 0.003 0.600* +0.597 
TOTAL CURRENT LIABILITIES 1.204 4.069 +2.865 

ERS rere 0.029 —_ .0: 
Short term debt............00. Ripiatewieeisins cae oa — 
Long term debt.............. biemtlsaasean 1.668 1.020 : 
IEED os pio iss sian eisie aos. o:0 5:0 00's nidle.s'e cone 0.200 +0,200 
— Sees UME a ccChhGaenescbeaeha cesses gtd aoe —_ 

SR aches ciecasibuvescshes doe wens ‘ E 1.348 
TESTE LUBIL INES. 5c csccvesccccccve 8.240 11.976 13:36 

ORKING CAPITAL..........-.0000. 4.191 5.048 +0.857 
MID Sain sbsncciescssieweceus cows 1 2 —1.9 

*Allowances on War Contracts 
N.A.—Not Available 
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Six Post-War Opportunities 


























AMERICAN TYPE FOUNDERS, INC. 
LINE NET SALES BARS = NET INCOME 
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BUSINESS: Company manufactures printing presses and types, and 
distributes all varieties of printers’ supplies excepting paper. Main 
plant in Elizabeth, N. J., with others owned in Mount Vernon, Pough- 
keepsie and New York City. Has sales offices in 23 cities, sales agencies 
in many leading foreign cities. The enterprise dates back to 1892, 
though present corporation is outgrowth of a reorganization consum- 
mated in May, 1936, after bankruptcy in 1933. Now heavily in war work, 


_ company plans post-war diversification in light machine tools, office 


equipment and radios. 

OUTLOOK: Accumulated needs of civilian customers indicate post-war 
sales potentials above pre-war average of around $7,200,000 for 1937- 
1939 but much under war peak of $38,599,543 shown for latest fiscal 
year. Civilian orders already booked for post-war delivery on a priority 
certificate plan equal a full year's production rate, according to 
official statement recently made. Extensive experience in manufacture 
of assorted war equipment should ease the road to profitable diversii- 
fication. 

COMMENT: Despite restrictive tax-cost factors, greatly enlarged 
volume has permitted war-period earnings much above best pre-war 
results. Recent record for fiscal years ended March 31: 1942, $1.43; 
1943, $1.96; 1944, $1.76; June 30 quarter, 35 cents vs 38 a year ago. 
Best pre-war net on present outstanding 568,101 shares was approxi- 
mately 90 cents in 1937. Earnings were small for three years 1938-1940, 
only 53 cents for 1941. With good volume assured, by peacetime 
standards, post-war profit potentials hinge importantly on tax reduction. 
There is no debt or preferred stock. Working capital approximates $13 
per share. Current ratio shown below will improve sharply as war work 
recedes. 

MARKET ACTION: Above-average volatility is normal on major 
swings. The stock got to 20!/g in 1937, sold as low as 25% in 1940. This 
year's range has been 1374-87. Recent price 12!/g. 


ein  _ SHEET ITEMS 





millions, 
ar. 31 =Mar. 31, 
1940 1944 
1939 latest Change 

ASSETS 
Co cekdGulednictedacavensasescneses 0.613 4.697 +4.084 
NT RO RCI co’ eaiccaiescss o;o'0[e aisle ore 6:6 o 3s —— 0.054 +0.054 
ReMMUMINOIEN ici sc cicencs vec cecisicces 3.580 1.836 —1.744 
IAVORICTES, BEB. sc ccccscccccccccoccscsos 2.761 1.632 —1,129 

Mee CUNMMONNNID «. 06.0.0c.c:666006s0eeeces — 12.244* +12.244 
TOTAL CURRENT ASSETS............- 6.954 20.463 +13.509 
Plant and equipment..............+se0e: 3.628 5.304 +1.676 
LOte GROREIIIONs 6 voc cccccccccccccosecs 1,197 2.382 +1.185 
Net property... cccccccccccccccccscccce 2.431 2.922 +0,491 
EN IEE 5 Sains cs Rsicccceencnecesees 0.373 1.039 +0.666 
_  —g, —__ RRR IRESNNR RI 9.758 24494 +14.666 
LIABILITIES 
IRR PIED s 6 occ ccccccosedeccstcccee — —_ 
Accts. payable and accru acs G36 0.561 +0.043 
Reserve for taxes.......... — — — 
Other current liabilities.......... 014 12.164** +12.150 
TOTAL CURRENT LIABILITIES 0.532 12.725 +12.193 
Dieter MDUINOE s conc cvecccesccctcecce 0.063 0.127 +0.064 
Short term Gebl..ccccccccscccccccccccccce — ee a 
Long fants COUR. ccc cccccccccccccsovcce 1,238 — —1.238 
eBccccccccccescccccoscacecsseoece 0.073 1.050 +0.977 
COME. cccccccccccccccccccccccccccccce 5.681 5.681 _ 
MEE coda sc dakincccsccarssceeccddcncas 2.171 4.841 +2.670 
TOTAL LIABILITIES...............000- 9.758 24.424 +14.666 

INES CAPITAL «occ cccccccscccee 6.422 7.738 +1,.316 

CR aside ivetccttcecetcwesctes 13.0 1.6 —11.4 


& 


vi a 
*Iincludes 12.164 mill. assets identified with munitions contr 
**L jabilities identified with munitions contract 





















BIGELOW SANFORD CARPET CO. 
LINE = NET SALES BARS NET INCOME 
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BUSINESS: The company is the largest U. S. manufacturer of carpets 
and rugs, which are widely diversified in quality and price ranges. It 
markets some rugs, as well as a patented rug-cleaning preparation, not 
of its own manufacture. Recently announced developmet of a new 
synthetic outer sole for shoes. Owns large plants at Amsterdam, N. Y., 
and Thompsonville, Conn. Present corporation dates from 1914 as a 
merger of older predecessors. War work, including duck, blankets and 
some ordnance, has accounted for estimated 75% of recent volume. 
OUTLOOK: Post-war sales potential is good on basis of civilian re- 
placement demand alone, with additional potentials in the home- 
furnishings demand that will accompany revival in residential construc- 
tion. The company, therefore, should better top pre-war volume, which 
was $29,309,000 in 1937, by a substantial margin and might even come 
close to maintaining war-time gross which was $37,667,000 last year 
versus $41,511,000 in 1942. 


COMMENT: Average earning power has been good, but with sharp 
year to year changes due to differences in volume and, even more so, 
to price and tax factors. Record of recent years: 1936, $4.83; 1937, 
$1.29; 1938, deficit of $5.26; 1939, $6.45; 1940, $6.11; 1941, $6.01; 
1942, $3.52; 1943, $2.48; first half of 1944 $1.39 versus 49 cents a 
year ago. Company appears free of any significant threat of new 
competition such as complicates outlook for most types of home ap- 
paratus. Capitalization is 26,403 shares of 6% preferred, 313,609 
common shares. The $2 dividend compares with war high of $4 in 
1941 and pre-war high of $3.50 in 1937. There were lower payments, 
or omissions, in poor years. Financial position is very strong, net 
working capital approximating $47 per share. 

MARKET ACTION: Stock fairly volatile on broader market swings. 
Sold as high as 6934 in 1937. Low of 14 in 1940. 1944 range: 5034- 
37!44. Recent price 47!/. 


COMPARATIVE BALANCE SHEET ITEMS 
($ millions) 


April 1, 1944 
test 





la Change 

ASSETS 

McGugan Sed desdins Kdctnnwnoesaken 3.860 +2.457 
Marketable Securities..........+sseeeeee 2.550 +2.550 
NM ODN G ace cenevccedecesacaeua 3.790 —0.478 
I OOo vec cv vccecscoccsescces 9.375 —1.997 
Cee COREE BRIO. 0 5 oc cc ciccccecccccecs — cai 
TOTAL CURRENT ASSETS 19.575 +2.532 
Plant and equipment............-eesee0. 29.164 +0,947 
Eee GRIER Ee 5 ccc cccicscécccsce a 91.157 +92.763 
IIIS on cidwre ccccccocadccccaters 8.007 —1.81 
CRs dice ce cdwevcsccccccesseuce 1.080 +0.790 
We Io 0 cinctncccnceccccsecs 28.662 +1.506 
LIABILITIES 
RENNIN IRE cc cccccccsccccceces — —1,800 
Accts. payable and accruals 1.559 +0.540 
Reserve for taxes.........-eeeee0. 0.623 —0.203 
Other current liabilities..............00+5 4 — —0.161 
TOTAL CURRENT LIABILITIES : 2.182 —1.624 
Chats MNEs oc ccecccccccccccecene — — 
Sa coceccecccsacecceuceccs — — 
ERI OIIIE 6 eccrcvccacccccuccccecece —— —_— — 
WME Coie Ca vdceucccdascnsaneacacs ¢: 1.235 +0.235 
Gea bacedetecees éescvecccesenecas 18.320 18.320 — 
Gaia dddbc warccvcceccuxeacecauxae 4.03 6.925 +2.895 
TR, CIA cc ccc ccccccscecces 27.156 28.662 +1.506 
WORKING CAPITAL........0-2eeee0% 13.237 17.393 +4.156 
Ce i cciccdccciccccveccesecccecs 44 8.9 +4.5 
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BUSINESS: Company is a leading manufacturer of heavy duty trucks, | 


both gasoline and Diesel-powered. Also makes truck trailers, buses, 
fire-fighting apparatus, Diesel marine engines and heavy transmissions. 
Repair business accounts for considerable revenue. Until interrupted 
by the war, the company had in recent years begun to broaden its 
sales position through increasing emphasis on light commercial trucks 
which constitute the largest class in use. Distribution is through branch 
offices in chief cities, plus dealers elsewhere. The present corporation 
dates from 1916, its predecessor from I9I1. 


OUTLOOK: As with passenger automobiles, a substantial percentage 
of trucks have worn out and been junked during the war period. Ac- 
cordingly, accumulated civilian demand for the post-war period is 
believed extensive. Surplus Army trucks are not regarded in the trade 
as a serious threat as they are largely specialized vehicles which in 
operating cost would be overly expensive for commercial use. Sales 
potentials, however, are much under present war-swollen volume, so 
that betterment of best pre-war earning power will depend importantly 
on the scope of coming tax relief. 


COMMENT: Financial management has been notably conservative 
and because of strong asset position the stock has normally com- 
manded a good price in ratio to earnings. Earnings in recent years: 
1941, $4.93; 1942, $2.64; 1943, $5.14; first half this year $2.28 versus 
$2 year ago. Dividend since 1940 has been $3. Best pre-war net: 
$2.41 in 1936, with $1.50 dividend. $1 was paid in some of worst 
depression years, despite deficits. Book value of the stock is around 
$75 a share, with working capital approximating $48 per share. 


MARKET ACTION: Sold as high as 62!/, in 1937. Subsequent low: 
16 in 1938. Highs of 1941-1943 between 3534 and 37!4; lows between 
235% and 28. 1944 range: 4454-34'/g. Recent price 42/4. 


COMPARATIVE BALANCE SHEET ITEMS 
($ millions) 


latest 
ASSETS Dec.,1943 change 
27.528 +25.361 


+0.455 
+14.718 


12.802 
29.458 
69.788 
31.273 
21.238 
10.035 

4.462 
84.285 


Receivables, net 

Inventories, net 

Other current assets 

TOTAL CURRENT ASSETS 
Plant and equipment 

Less nr gag 

Net a 


Othe 
TOTAL A ASSETS... 
LIABILITIES 


Notes payable 
Accts. payable and accruals 


+3.427 
+41.304 
25.000 


12.365 
3.602 


+25.000 


Other current liabiliti 

TOTAL CURRENT LIABILITIES 
Deferred lia’ 

Minority interest 

Long term debt 


WORKING CAPITA 
Current Ratio 
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LINE NET SALES BARS = NET INCOME 
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BUSINESS: Manufacture of locks of all types under famous trade 
name "Yale." However, an extensive list of other products includes 
builders’ hardware, rotary pumps, chain hoists, trolleys, hand lift trucks 
and skid platforms; electric hoists; electric industrial trucks, tractors 
and trailers; and hand traveling cranes. Derives substantial revenue 
from bank lock inspection and repair. The present corporation dates 
from 1882, predecessor Yale Lock Manufacturing Company from 1868. 


OUTLOOK: With the company heavily in war work, sales are at levels 
about two and one-half best pre-war figures; however, war-time earn- 
ings, averaging close to $3 a share, are but moderately better than 
best pre-war net of $2.72 in 1937. During the construction boom of 
the ‘20's $5 or more a share was often earned. Peace-time volume 
potentials are very largely dependent on levels of residential building 
and general industrial activity, and post-transition prospects for both 
are regarded as promising for an extended period. Prospect for for- 
eign business, long of considerable importance to this company, is 
also good. 


COMMENT: Sole capitalization is 486,656 outstanding shares of com- 
mon. A strong financial position has long been maintained. Net work- 
ing capital, whereof over 61 per cent is represented by cash or 
equivalent, customarily equalled about half of total assets before the 
war and even with present temporarily reduced liquidity it equals 
some 43 per cent of total assets. Considering sharp cyclical varia- 
tions in past volume and profits, the dividend record has been good 
with not less than 60 cents paid in worst depression years. Present 
indicated rate of $l appear secure. 


MARKET ACTION: The stock is fairly volatile only on the major 
market swings. It sold as high as 62!/2 in 1937, making lows between 
15 and 1536 in each of the three years 1940-1942. The 1944 range: 
36!/2-27!/2. Recent price 34!/. 


COMPARATIVE BALANCE SHEET ITEMS 
millions) 
latest 
ASSETS 1939 Dec. 1943 change 


Receivables, net 
Inventories, net 
her current ass 
TOTAL CURRENT ASSETS 
Plant and equipment 
Less depreciation 
Net property 
Other assets 
TOTAL ASSETS 


LIABILITIES 

Notes payable 

Accts. payable and accry sls 
Reserves for taxes 

Other current liabilit 

TOTAL 

Deferred liabs 


Surplus 

TOTAL LIABILITIES 
WORKING CAPITAL 
Current Ratio 
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Varying Company Positions 
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” 
Sucar has had several “prince and pauper” changes 


through the years. The industry’s greatest period of 
prosperity was in the First World War and for two years 
thereafter. Then came a terrific slump lasting several 
years, followed by generally good conditions through the 
late 1gg0s, and close to poverty through much of the 
early 1930s. The coming of World War ‘Two was a boon 
to part of the industry, but not to all of it, and for the 
first time in a war period sugar has been under rigid 
price controls. 

The trouble with sugar raising is that some form of 
crop can be produced in suitable land throughout the 
tropics, in temperate zones and even in some of the more 
northerly ones. If all of the world were set upon turning 
out this staple, far more would be produced than could 
be consumed. Another evil affecting sugar is that it has 
been a political football, not only within the United 
States, but as regards the various territories of the coun- 
try, and as a thing to be “kicked around” in the Carib- 
bean islands. ‘The largest single producer country in the 
world is Cuba, and it is the main source of income to 
that island. There is a constant controversy for price and 
tariff favoritism for Porto Rico, the Virgin Islands, 
Hawaii and the Philippines. 

Sugar is a food, but it has its industrial uses, most 
particularly for making alcohol and rum, but its use as a 
food is far and away in excess of all others. The calories 
in it—1815, to the pound—are in excess of any other low- 
priced food material. It is just that high caloric content 
which has been a handicap to the wider use of it, for the 
diet restrictions always start with “less sugar,” or even 
none at all, for those who wish to have less fat upon 
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their persons. It is a necessity in a wide number of pre- 
serving operations—fruits, jellies, jams, and other canned 
goods. We cannot have candy without it, and most 
people use sugar with their coffee and tea, in soft drinks 
and in many other ways. It is an inseparable part of 
cake, icing, ice cream, puddings, pies and many other 


‘foods. The consumptive demand is always large, but 


does fluctuate in proportion to general economic condi- 
tions in peace times. The main item affecting the price 
of raw sugar, however, has not been so much the total 
consumption as the total amount offered for marketing. 

The greatest interest in the stock market here is in the 
Cuban sugar shares, for that country produces more than 
any other, and it has been in the shares of these com- 
panies that the widest price fluctuations have occurred. 
When the Second World War started, production in 
Cuba had been curtailed during a period of ten years, 
in which many of the leading companies had been forced 
to reorganize or recapitalize, and even on the new basis 
were not able to make much profit. It was not until 1941 
that the United States intervened in the situation, ar- 
ranging to buy sugar from the Cuban companies and 
store it, as shipping was increasingly difficult because of 
the submarine menace. Prices were higher than had heen 
prevailing, but low as compared with what might have 
been obtained in an unrestricted market. 

In the past two years, the Government again bought 
most of the Cuban sugar, at a fixed price of 2.65 cents 
a pound. With larger production, the 1942 earnings of 
most Cuban companies showed a startling increase ovei 
the year prior, but in 1943 the crop declined, labor costs 
were higher and storms and other damage caused a sharp 
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drop in earnings. Most of these companies completed 
their fiscal year on September goth, and the 1944 re- 
ports are awaited with interest. Because of a great in- 
crease in production, estimated at about 2,440,000 tons 
above the previous year, and because of the good price 
Cuban companies have obtained for their molasses and 
rum, it is believed that most of these companies will show 
substantial profits in their current reports. The total 
Cuban crop in the 1944 fiscal year was about 5,650,000 
tons of sugar, which is close to one-quarter of the esti- 
mated world production at present. In peace years, how- 
ever, world production runs close to 30,000,000 tons. 

An enormous amount of beet sugar is produced in 
Europe, most particularly in Germany and Russia, but 
much of the land given to its cultivation has been turned 
to other crops during the war. This is expected to con- 
tinue as a factor in the world sugar supply for at least 
one year after the final settlement of the European hos- 
tilities with the complete crushing of Germany. It may 
be two years before beet sugar output in Europe is 
enough to fill the needs of the Continent, and during 
that time it is certain that a large amount of Cuban sugar 
will be shipped there, also supplies from other Caribbean 
islands. Smaller planting of the 1945 Cuban crop is 
expected to result in a decline to less than 5,000,000 tons 
for it, and labor costs are still rising in that island. Hence, 
the planters feel that they should get a higher price than 
2.65 cents a pound f.o.b. and are asking 3.25c, with pros- 
pects that the Government here will meet a price be- 
tween the two figures. Therefore, it appears that at least 
one more prosperous year is ahead for these companies, 
and possibly two. Beyond that, it may be that sugar will 
again be in oversupply, prices and earnings suffer, and 
some of the expected nearterm rise in price which may 
have developed in these stocks be wiped out. 

The various Cuban companies and their statistical posi- 
tion will be discussed below, then a review of the domes- 
tic beet sugar situation, and discussion of the companies, 
and following that, the situation in Porto Rico as affect- 
ing the companies operating there; and also the two large 
companies—Corn Products Refining and United Fruit— 
which are large sugar producers but make most of their 
income from other lines; the domestic cane sugar pro- 
ducers; and finally, the extraordinary strong position of 
domestic refiners. 

West Indies Sugar Corporation had been through two 
previous reorganizations and changes of name by. the 
mid-1g930s, and had shown fair profits in some years of 
the later 1930s, but in 1941, its income slumped to 6 
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cents a share. Then, a startling increase to $5.68 a share 
developed in 1942, while it did better than many others 
in this field by showing $3.66 for 1943. The income for 
the year to September 30, 1944, may be well over $5 a 
share, although we have used a lower figure in our table 
to be conservative. The company operates in the Do. 
minican Republic as well as in Cuba, holding 123,000 
acres of land in Cuba and 153,000 acres in Dominican, 
with ten mills in the two islands having a total capacity 
of 2,500,000 bags of sugar annually. West Indies has no 
bonds or preferred. Common shares consist of 953,590, 
par $1. The stock is considered as one of the most fa- 
vorably situated in this group. .It has been making new 
highs in the past two years, after a long period in which 
it seldom went above 10. 

Central Violetta Sugar Co. earnings for the current 
fiscal year are estimated at from $3.50 to $5 a share. This 
company also had a very mixed record for the prewar 
period, with deficits some years, but in 1941 it reported 
$1.22 a share, jumped to $4.29 in 1942 and dropped to 
$1.56 last year. It holds about g5,o00 acres of land in 
Cuba, and one large mill with about 500,000 bags annual 
capacity. Capitalization is small, with only one class of 
stock totalling 141,510 shares of $19 par (Cuban official 
currency). Dividends on the stock are subject to Cuban 
tax deductions, which amounted to 714% in the past 
year. 


Above Average Results 


Cuban Atlantic Sugar Co. is another which may be 
able to show as high as $5 a share for the fiscal year just 
closed. This company had better average results before 
the war than nearly any in this group, averaging $1.20 
a share for the six years 1935-40, and it also did better 
than most in 1941, with $1.98 a share, jumping to $4.48 
a share in 1942 and declining to $1.04 in 1943. How- 
ever, it had been through two reorganizations in years 
before 1935, having formerly been the Cuban Cane Prod- 
ucts Co. It has only one class of stock, with 729,000 
shares, par $5. Being a Delaware corporation, its divi- 
dends are not subject to the Cuban tax. It owns com- 
panies operating sugar lands and mills in Cuba. 

Cuban-American Sugar Co. has the largest business in 
the Cuban group, with its 1942 gross income above 
$28,000,000 and with $21,959,000 gross in 1943. The com- 
pany has been in business since 1906, without reorgani- 
zations. It has had its years of severe losses, and at one 
time had arrears of $50 a share on its 7% preferred, but 
cleared this up after the major part of the preferred had 
been exchanged for a new issue of 514% preferred plus 
common. The 514% preferred was redeemed on 
30, 1944, and outside of a small amount of the unex 
changed 7% preferred, the only obligation outstanding 
is 981,500 shares of $10 par common. Earnings on the 
common were small, with deficits in a number of years 
prior to 1941 when $1.05 a share was reported, followed 
by $3.03 in 1942 and 71 cents in 1943. Much better re- 
sults than last year are expected for the 1944 report. ‘The 
company has about 520,000 acres of land in Cuba, six 
grinding mills and two refineries. The mills have about 
2,500,000 bags annual capacity and the refineries about 
half as much. 

Vertientes-Camaguey Sugar Company of Cuba owns or 
controls about 835,000 acres of land in Cuba and has six 
mills, railroad properties, etc. It has had fair earnings 
each year in the past, with one very good year, when it 
repor ted $2.30 a share for 1942. It has about $1,600,000 
funded debt (which is being redeemed) and 962,500 
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shares of capital stock, par $6.50. The dividends are sub- 
ject to Cuban tax. 

Manati Sugar Co. has been operating since 1912, but 
was in receivership for about five years. It has had 
deficits in many years of the past decade, but showed 93 
cents a share earned in the 1942 fiscal year and 10 cents 
in 1943. It controls about 250,000 acres of land and has 
a mill of about 600,000 bags annual capacity. The com- 
pany has about $5,000,000 funded debt, with common 
stock outstanding of 430,045 shares, par $1. 

Francisco Sugar Co. had fair earnings in prewar years, 
and in the past three showed 65 cents a share for 1941, 
$2.64 for 1942 and 59 cents for 1943. The inauguration 
in 1943 of a production of distilled spirits is reported to 
have greatly increased 1944 earning power. The com- 
pany controls about 100,000 acres of land and has two 
mills with about 550,000 bags annual capacity. Funded 
debt is $2,376,000. Common shares total 350,301, of no 
par value. 

Guantanamo Sugar Co. had a generally poor earnings 
record before 1941, normally showing deficits on the 
common and often not covering operating costs. In i941, 
earnings on the common were 38 cents a share, with $1.51 
in 1942 and 24 cents in 1943. A plan of recapitalization 
of this company has been held up by court action. It has 
17,287 shares of 8% cumulative preferred, par $100, on 
which dividend arrears of $125.75 a share are unpaid, 
and 404,935 shares of no par common. The company 
controls about 125,000 acres of land and has three mills 
of 600,000 bags annual total capacity. 

In normal times, beet sugar producers in the United 
States supply 25% of the domestic demand for sugar, 
with 70% from Caribbean islands, Hawaii and the 
Philippines. The remaining 5% is from domestic cane 
sugar. Our beet sugar industry has been “out of luck” 
in this period of keen demand for the staple, so much of 
which is wanted that rationing has been necessary and 
may continue on a restricted distribution basis for an- 
other year. This war situation which should have aided 
beet sugar was largely missed because of the labor short- 
age. Much of the gathering of beet sugar is by itinerant 
labor, which spent a matter of weeks in the fields to 
gather beets, then moved elsewhere. It has been avail. 





able in such limited amounts that the planting of sugar 
beets has been progressively smaller in each of the past 
three years. Only 60% of the 1942 crop was planted in 
1943 and the beet sugar production in the current 
year is estimated at less than 1,000,000 tons against 933,- 
ooo the previous year. Higher prices are to be paid in 
the next crop year, which may increase profits, although 
only a small increase in planting is looked for owing to 
the high cost and scarcity of labor. For the more distant 
future, it is possible that former production of above 
1,600,000 tons annually may be restored if labor is avail- 
able. Therefore, a long pull outlook for beet sugar com- 
pany shares offers some promise. 

American Crystal Sugar Co. has had a fair earnings 
record over the past eight years, after poor results in 
the early 1930s. It has averaged over $2 a share annually 
for 1936-44 fiscal years. It operates eight mills in West- 
ern states. Production last year was over 200,000,000 
pounds of sugar, which was a little over half of the 
previous year and compared with an annual average of 
350,000,000 pounds. The company operates lands where 
tenants attended to the major part of the best produc 
tion. It has 64,198 shares of $100 par value 6% preferred 
stock and 363,966 shares of $10 par common. 

Holly Sugar Corp. had $1 a share or more earnings on 
its common in every year for a long period, and some. 
times showed over $5 a share (5.96 in 1936), prior to 
1942, but in that year, income declined to g2 cents a 
share and dropped to 79 cents in 1943. The company 
operates eleven factories in Western states with a daily 
intake capacity of 20,000 tons of beets. The production 
of sugar in the 1944 fiscal year was 235,000,000 pounds, 
compared with about 40% more in the previous year. 
The company has about $2,600,000 bonds, 19,738 shares 
of $100 par value 7% preferred and 500,000 shares of no 
par value common. 

Great Western Sugar Co. is the largest in this part of 
the industry, operating 22 sugar mills. It has had a con- 
sistent earnings record over a long period of years, but 
had lower than average results in 1943. It has paid $2 a 
share annual dividends, or more, through the past ten 
years, but has recently reduced the rate to 40 cents quar- 
terly. On any recuperation (Please turn to page 688) 














Statistics on Leading Sugar Stocks 
$ Per Share on Common 
Net Book Avg. vg. Est. Avg. Avg. Div. Est. 
Current Value Earned Earned Earned 1944 Div. Div. Paid Div. 
Assets* 1936-9 1940-2 1943 Earnings 1936-9 1940-2 1943 1944 
Aitnars Gestalt Sagits oo. osc cs ccs sie 11.92 47.36 FO? 1.97 1.62(a) 1.50 1.12 1.06 1.00 — 
We Cpe OE) COR eran nil 153.89 def.0.51 1.81 2.60 5.00 1.31 0.62 1.50 2.00 
Central Aguirre Assoc.............5. #13.20 25.21 2.87 2.09 2.03(b) 1.60 2.12 1.79 2.50 1.50 
Central Violetta Sugar............... #9.24 10.46 0.25 1.80 1.56(c) 3.50 0.25 37 1.00 2.00 
GT ee 7.62 30.36 3.25 3.69 2.79 2.25 3.19 2.96 2.60 2.60 
CUBANA MES. GUGEE < oc0 csc ccceescecis 8.93 25.62 0.10 1.31 0.71(c) 2.00 nil 0.25 0.40 0.40 
Cuban Atlantic Sugar................ 7.14 15.48 1.42 2.42 1.04(c) 3.25 1.44 1.50 1.00 1.50 
Eastern Sugar Assoc..............05. —— 6.46 0.22 1.96 0.9%d) 1.00 _— —— — — 
INNER URE ooo) os056:. 6 6 s-0iassisloinisieini ie #25.89 45.74 4.14 3.40 2.77(b) 2.00 2.95 2.00 2.00 2.00 
PI MNRINEES SUI 6 6.6.0. 0r6.5: 6° 6:0. 0's's0'0:0l0.scs - nil 23.46 0.18 0.88 0.5X%b) 1.50 aa ee — — 
| Godchaux Sugars 'B".............- nil 9.65 1.77 2.52 0.78(e) 2.00 — — —— —— 
| Great Western Sugar...............- 9.74 19.61 2.50 2.05 1.66(F) 1.75 2.90 2.00 2.00 1.80 
| Guantanamo Sugar..............065- nil 9.49 def.0.21 0.32 O24c) 0.75 — — — — 
a 8 33 ereereree 10.44 23.80 2.86 2.43 0.79%a) 1.00 1.56 0.58 1.00 1.00 
I> GRAMNPMAIP ERNE Ss gece ols sxaieiaiore ss sie lehscsoie's:s nil 6.77 def.0.05 0.39 0.22(d) 1.00 — —— —_—— —— 
| — National Sugar Ref..............006. 32.27 44.48 0.52 2.01 3.35 4.00 1.65 —s 1.00 1.20 
| South Porto Rico Sugar.............. 416.75 34.81 2.28 2.93 5.63(c) 7.00 2.45 2.28 3.50 3.40 
ge 0 0 eee 18.30 63.12 4.53 5.51 3.78 4.50 3.81 3.91 2.25 3.25 
| RAN OANO SUGEE «6s <6 6c ecco cee 0.69 6.72 0.22 0.33 0.21(f) 0.25 0.09 0.10 0.15 0.15 
|  Vertientes-Camaguey Sugar........... #1.05 8.96 0.38 1.13 0.92(c) 1.75 0.03 0.37 0.40 0.40 
| NOSSO NleS SUES 55655 cscs cccees 9.00 30.63 0.72 2.43 3.66(c) 4.00 —— 0.17 1.00 1.50 
(a) Year to March 31, 1944. (b) Year to July 31, 1943. (c) Year to Sept. 30, 1943. (d) Year to June 30, 1943. 
| (e) Year to Jan. 31, 1944. (f) Year to Feb. 28, 1944. 
* After allowance for prior securities. dsee text regarding taxes on dividends. 
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FOR PROFIT AND INCOME 


. 


Selectivity 


How things have changed between 
the two World Wars! In 1916-1918 
what analysts called the “war stocks” 
were those that did exceptionally 
well in terms of market rise. Though 
earnings were abnormally good, the 
definition put emphasis on market 
action. This time it is the opposite. 
Now the specifications for a “war 
stock” are, in order of emphasis: 
(1) very poor relative market action; 
(2) post-war prospects generally con- 
sidered poor or uncertain; (3) good 
war-time earnings. While “peace 
stocks” can be most simply defined 
as those which have risen the most 
in the (partly) war-time bull mar- 
ket which from its start has been 
discounting peace-time potentials. 
Aircrafts have been more generally 
accepted as “war stocks” than _per- 
haps any other group. Recently 
they have advanced vigorously. In 
the implications as regards a chang- 
ing pattern of market selectivity, 
this may or may not be a flash in 
the pan. In due time a new pattern 
of selectivity, different from that of 
the past two years, will of course 
evolve, but this column doubts that 
anybody can now foresee its charac- 
ter. The $64 questions, not an- 
swerable in advance, are: Will “war 
stocks” go up-while “‘peace stocks” 
decline? Will both groups go up 
“in gear’? It might be neither in 
any emphatic way for further weeks 
to come. Out of all the stock groups, 
only aircrafts have thus far bounced 
upward out of the trading range rut. 


In Brief 
“Good” investment buying has 
been going on in Great Northern 


preferred. . . . Canada Dry, at new 
highs, continues to be regarded 


674 


‘ 


as a promising longer-term “growth” 
stock. . . . Everybody seems to like 
Bigelow-Sanford Carpet, a condition 
that never makes a stock available 
at bargain-counter levels. . . . Mont- 
gomery Ward is one of the “best 
acting” merchandising stocks. . . . 
Border-line rail stocks meet persis- 
tent selling on every rally. 


Comparisons 


Comparing net market _ price 
changes of December 1914 to De- 








STOCKS RECENTLY STRONGER 
THAN MARKET AVERAGE 


Am. Chicle 
Bond Stores 
Canada Dry 
Mont. Ward 
Dixie Cup 
Douglas Airc. 
Lockheed Gen. Tele. 
United Airc. H. L. Green 
Mad. Sq. Garden Grumman Airc. 
Mead Corp. Int. Paper 
Pac. Am. Fish. Lima Loco. 
Pfizer & Co. Manhat. Shirt 
Simmons Pullman 
Shattuck U. S. Plywood 
Sou. Cal. Edi. Minn. Honey. 


Telautograph 

U. S. Hoff. Mach. 
Am. Locomot. 
Anaconda Wire 
Ferro, Enam. 
Firestone Tire 

















cember 1918 with those of the period 
December 1939 to mid-July 1944, 
farm equipment stocks as a group 
went up 29% in the first war period 
against 42% in the latter period; 
automobiles 259% against 23%; 
coppers 67% against a decline of 
15% in the latter period; electric 
utilities went down 9% compared 
with decline of 12% in latter period; 
electric equipments up 7% against 
down 2%; lead and zinc shares down 
62% compared with down 4%; 
paper up 224% compared with 22%; 
oils up 80% against 36%; rails down 
5% compared with up 40%; rail 


| 
| 


equipments up 74% against 18% 
in the latter war period; department 
stores up 8% against up 41%; 
mail orders up 66% and 4% re 
spectively; variety stores up 39% 
and 14%; rubber stocks up 88% 
against 98%; steels up 93% but 
down 7% in the latter period; 
woolen goods up 208% against rise 
of 26%. The Dow industrial av- 
erage advanced 50% and 1% over 
the two periods, respectively. 


Earnings 


Average earnings on the stocks in 
the Dow industrial average are fig- 
ured at $4.73 a share for the first 
half year against $4.47 a year ago, 
$3.97 in 1942 and war-period high 
(for a first half) of $5.65 in 1941. 
Earnings for the full year may ap- 
proximate, or modestly exceed, $10 a 
share, compared with $9.96 last year, 
$9.11 in 1942, $11.64 for 1941, $10.92 
in 1940, $9.11 in 1939, $6.01 in 1938 
and $11.49 in 1937. At the 1937 
bull market high the average was 
16.8 times per share net for the 
year; at the 1942 bear market low 
the ratio to earnings was approxi- 
mately 8.5. At last July’s high, as- 
suming earnings of $10, it was a 
shade over 15, and at recent levels 
it was 14.5. Nobody has ever been 
able to prove—until after the mar- 
ket had given the answer—just what 
consitutes an “unduly” high or low 
price-earnings ratio. 


Liquidation 


Groups whose market action 
over many weeks appears to have 
reflected quite a bit of investment 
liquidation are oils, liquors and 
movies. These have one thing in 
common: all have current earnings 
much above the pre-war average. 
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Steel Supply 


Steel, itself a manufactured pro- 


' duct in semi-finished form, is the 


most basic of the materials required 
by manufacturing industry“ in the 
aggregate. The prospective drastic 
change in the steel demand-supply 
situation is the most controlling 
single reason why restrictions on 
presently limited or non-existant 
civilian production can be so readily 
removed after European V-Day. It 
is estimated that the contemplated 
reduction of around 40 per cent in 
war production after defeat of Ger- 
many would make available some 
55,000,000 tons of steel a year for 
non-military users. That equals 
actual 1937 consumption. It will be 
much more than enough steel to 
meet civilian demands of the first 
12 months after the end of the Eu- 
ropean war. No Controlled Mate- 
rials Plan of allotment will be need- 
ed. Other materials also will be in 
excess supply, especially aluminum, 
magnesium and copper. Swollen 
employment in production of alum- 
inum and magnesium, mainly in 
Federal-owned plants, is strictly a 
war-time phenomenon and a big 
percentage of these workers will 
have to change. Copper is different. 
Most of its" workers have vested job 
interests of long standing. The in- 
dustry and its employees will face 
some lean times unless—as seems 
likely—the Government goes in for 
strategic stockpiling in a big way. 


Rock Island 


Court approval of the reorganiza- 
tion plan of the Chicago, Rock Is- 
land & Pacific Railway is expected 
soon, the plan previously having 
been approved by the Interstate 
Commerce Commission. Funded 
debt was about $310,000,000 and 
fixed charges $13,297,000 a year. 
Under the drastic reorganization, 
total debt will be cut to $110,700,000 
of which only $30,700,000 will be 


first mortgage bonds carrying fixed 
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interest, the remaining $80,000,000 
being 414% bonds carrying interest 
contingent on earnings. Against 
$13,297,000 a year previously, the 
new fixed charges will be only 
$1,400,000 a year and total of fixed 
and contingent interest charges will 
be only $5,000,000 a year. On the 
new basis, the “Rocky” ought to be 
able to survive any probable future 
economic storms. Thanks to the re- 
ceivership period — and even more 
to war-time earnings — this road 
has about $100,000,000 of cash now 
on hand. Following court approval 
of the plan, some $38,000,000 will 
be distributed as back interest and 
current interest to the end of 1944. 


B. & O. Readjustment 
The Baltimore & Ohio has an- 


nounced plans for one of the big- 
gest rail debt readjustments ever 
proposed under which maturities 
would be extended on $427 millions 
of bonds, fixed charges would be 
substantially reduced and a total of 
$652 of funded debt would be af- 
fected altogether. This is an effort, 


under certain provisions of the 
bankruptcy law, to effect a debt re- 
organization without the system 
passing into the hands of the Federal 
court and of bankruptcy trustees. 
The earliest maturity of importance 
is 1948 for $156,940,000 of 4% and 
5% first mortgage bonds. Under the 
plan maturity would be extended to 
1970. Maturities of other bonds— 
amounting to total of about $270,- 
000,000—now ranging from 1950 to 
1960 would be extended to periods 
ranging from 1975 to 2010. Ona 
substantial amount of debt, present 
fixed interest rates would be chang- 
ed to make payments. contigent on 
earnings. To become effective the 
proposals must be approved by a 
majority of bondholders, by the 
I. C. C. and by the Federal court. 
Whether majority approval of bond- 
holders can be obtained remains to 
be seen, for many bondholders na- 
turally do not take kindly to sacri- 
fices which not only are not shared 
by preferred and common share- 
holders but which apparently under 
this plan would greatly improve 
the positions of the stocks. 





INCREASES SHOWN IN RECENT 


Baldwin Rubber Co. 


Grant Co. (W. T.) 


EARNINGS REPORTS 
Engineers Public Serv. and Subs. ................ 


Fox (Peter) Brewing Co. .........sesssseeceeseee 





Poor & Co. “B” 





Williams (R. C.) & Co. 





Farnsworth Tel. & Radio 





Richmond Radiator 
Hecht Co. 





Oppenheim Collins 





Stokely Bros. & Co. 





United Wall Paper Factories 
Canada Packers, Ltd. 





King-Seeley Corp. 





Standard Products Co. 





Eversharp 





Montgomery Ward 





Timken-Detroit Axle 





Detroit Edison 





May Dep’t. Stores 








Year 


Age 
$1.51 


Latest 
Period 
12 mos. July 31 $1.99 
Year June 30 1.20 
Year June 30 4.86 
6 mos. July 31 91 
12 mos. June 30 1.32 
Year April 30 

July 31 quar. 

June 30 quar. 

6 mos. July 31 

Year July 31 

Year May 31 

Year June 30 

Year March 30 

Year July 31 

Year June 30 

6 mos. Aug. 31 

6 mos. July 31 

Year June 30 

12 mos. Aug. 31 

12 mos. July 31 
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Tin Containers 

Makers of tin cans are confident 
of resumption of long-term growth 
after the war, according to F. J. 
O’Brien, president of the Can Manu- 
facturers Institute, and are hailing 
WFA’s recent release of rationing of 
all major canned vegetables except 
tomatoes as forerunner of the return 
of majority of processed foods to the 
non-rationed lists in the not distant 
future. The per capita consumption 
of canned vegetables increased 55% 
fn the 15-year period -1925-1940; 
and during the same period per 
capita consumption of canned fruits, 
excluding juices, expanded 86%. 
The pack of canned grapefruit juice, 
a newcomer to the canned foods list, 
quadrupled in five years between 
1935 and 1940. While total sales of 
packaged beer increased 31.7% 
over the period 1937-1941, sale of 
beer in cans increased 125%. In the 
“container battle” it looks like the 
can will more than hold its own. 


Douglas Aircraft 


In. the present environment it is 
easy to forget that leading aircraft 
companies had quite respectable 
earning power long before the war 
came along and on _ volumes of 
business a small fraction of that now 
prevailing. As early as 1935 Doug- 
las Aircraft earned $3.05 a share, 
and in the depression year 1938 net 
was $3.76. Even in 1932, there was 
a small profit when many far more 
seasoned enterprises had losses. 
Against present very small profit 


‘margins per dollar of sales, pre-war 


profit margins ranged up to 20% and 
were particularly satisfactory on 
civilian business. Douglas recently 
booked $50,000,000 worth of private 
transport business and is reported 
to have another $50,000,000 “in 
sight”. Working capital increased 
from $6,628,000 in 1938 to $35,400,- 
000 at the end of last year, later 
figure approximating $60 a share. 
Total asset value is over $100 a share. 
The biggest worries of the plane 
manufacturers hereofore have not 
been so much the coming big slump 
in volume but how they would fare 
under contract terminations. Work- 
ing capital in most cases equals 
present payrols for only two or three 
weeks. However, it is widely agreed 
that the contract tremination law 
now on the statute books is as fair 
and effective a piece of legislation 
as Congress ever wrote. Aircraft men 
now feel fairly confident that they 
can get througgh the unwinding 
period with improved financial po- 
sitions substantially maintained. 


Continuing Squeeze 


For some months after defeat of - 


Germany available civilian supplies 
of lumber and paper will remain 
very tight, according to all present 
indications. Perhaps less seriously, 
some textiles will also remain tight. 
Demand for electric motors, bat- 
teries and tires will continue so 
greatly in excess of supply that 
Federal controls will have to be 
kept. Gasoline rations will increase 
first for trucks and buses, next for 
B-card motorists. It may be next 





Smith & Corona Type. 


DECLINES SHOWN IN RECENT EARNINGS REPORTS 





Atlantic Coast Line R. R. 





Reading Co. 





Atchison, Topeka & S. F. 


Washington Gas Light Co. 0.0... 





Merck Co. 


Gulf, Mobile & Ohio R. Re iene ees 
Kansas City Southern Rwy. ..........2-c..10s0----00 





Bullard (The) Co. 





Chicago Yellow Cab 





Lehn & Fink Prod. 





Wabash R. R. 





El Paso Natural Gas 





National Power & Light 


Louisville & Nashville R. Re oo... 





Pennsylvania R. R. 





Soundview Pulp Co. 





American Shipbuilding 
Caterpillar Tractor Co. 








Northern Pacific Ry. .........ccsccssssccssssescccesseesees 


Latest Year 

Period Ago 
Year June 30 $2.31 3.57 
7 mos. July 31 11.48 13.66 
7 mos. July 3! 2.63 4.12 
12 mos. July 31 1.95 2.46 
7 mos. July 31 8.80 10.95 
7 mos. July 31 1.82 1.92 
7 mos. July 31 3.01 3.54 
6 mos. June 30 1.09 1.86 
6 mos. June 30 def. 4.21 
6 mos. June 30 73 91 
Year June 30 1.75 1.96 
7 mos. July 31 4.60 6.81 
12 mos. July 31 3.60 3.70 
7 mos. July 31 8.63 9.21 
12 mos. July 31 72 1.1] 
7 mos. July 31 2.67 4.00 
8 mos. Aug. 31 .79 1.04 
Year June 30 3.86 4.35 
12 mos. Aug. 31 4.26 4.67 
7 mos. July 31 2.06 3.75 








spring before A-card rations can be 
eased. Probably for many months 
after production is resumed, auto- 
mobiles, refrigerators and other 
consumer’s durable goods will be 
under distribution control. 


Oil Earnings 

First half-year reports of 32 oil 
companies showed aggregate profits 
47% higher than in the correspond- 
ing period of 1943. This it not only 
the largest profit gain by far of any 
major industry for the period but 
one of the few gains at all of any 
significant size. It was due to enorm- 
ous volume, abnormally low sales 
expenses and, above all, to a relative- 
ly favorable tax position. Crude oil 
production is now running around 
4,700,000 barrels a day but is ex- 
pected to drop sharply after defeat 
of Germany and to drop more on 
Japan’s end. 


Aircraft Deflation 


The Aeronautical Chamber of 
Commerce recently stated that some 
2,100,000 persons are now employed 
in the aircraft industry, as compared 
with about 85,000 so employed in 
January, 1940, or an increase of 
2,370%. The value of 1944 aircraft 
output is estimated at $21.3 billions. 
The coming come-down will be al- 
most as spectacular as the war-time 
rise. However, employees include 
an unusually large percentage of 
women not in the labor force before 
the war or who formerly did office 
work. Only a moderate number 
will seek to remain in factory work. 


Utility Taxes 


Tax credits of some utilities were 
large enough to defer the full im- 
pact of the excess profits tax load 
until fairly recently. Thus, in the 
twelve months ended June 30 Pub- 
lic Service of Indiana set up $3,568,- 
000 for EPT against none for the 
previous twelve months, bringing 
total Federal taxes for the period 
to $4,884,000 against $1,431,000 for 
the prior year. For the same period 
Wisconsin Public Service accrued 
$1,344,000 for .EPT against only 
$391,000 in prior twelve months. 
Elimination or reduction of the ex- 
cess profits tax would benefit many 
utilities sharply — more than off- 
setting decline in gross (due mainly 
to lower industrial load) if there 
are not further rate cuts too fast. 
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Opportunities for Income and Appreciation 


in Bonds and Preferred Stocks 


BY JACKSON 


MARKET TRENDS: With new bond offerings in Sep- 
tember exceeding the half billion mark, corporate bond 
financing for the period between the Fifth and Sixth 
War Loan drives may exceed recent estimates of $1,- 
000,000,000. ‘The new Armour & Co. 314s, which was 
the largest industrial bond offering for some time, has 
met with brisk investment demand. Current price of 
103 compares with the formal offering price of 10214. 

Since our last review, declines have been further ex- 
tended, the Dow-Jones bond averages for forty bonds 
declining to 101.08, off .62, while second grade railroads 
declined to 78.49 off 1.71 and defaulted rails to 36.94, 
off 1.02. Out of 15 recent bond issues, 10 were selling 
above the offering prices whereas on 5 issues, the bid 
prices were slightly below the offering price. Municipal 
issues were fairly steady, the Dow-Jones yield index clos- 
ing at 1.75% as compared with 1.72% early in September. 
CARRIER CORP. PREFERRED STOCK: This company 
has issued 70,000 new shares of $50 par value cumulative 
preferred stock, 414% series, at $50 per share. It is con- 
vertible prior to November 1, 1949, into common stock 
at the rate of one share for each $20 par value of pre- 
ferred; and thereafter but prior to November 1, 1954, 
at the rate of one share for each $25 par value of pre- 
ferred. The latter is redeemable at $54 per share through 
November 1, 1946, at $52.50 per share thereafter through 
November 1, 1954, and at $51 per share thereafter. Com- 
pany is one of the leading manufacturers of air condi- 
tioning and refrigerating equipment, the demand for 
which is expected to be excellent in the post-war period. 
Net proceeds from the sale of the preferred stock will 
be used for the retirement of all outstanding 414% 
debentures and the balance for plant expansion expen- 
ditures and the manufacture of new products. 


GREAT NORTHERN'S $100,000,000 BOND ISSUE: 
This recent offering was one of the largest of this cen- 
tury and the issue is made up of $35,000,000 General 
Mortgage Series K ls due 1960; $30,000,000 Series 
L 334s due 1970 and $35,000,000 Series M 31s due 1980. 
The three issues were offered at 101.52, 101.28 and 
102.04, respectively. The refunding operation, under 
which $120,000,000 bonds will be paid off will enable 
the Company to reduce its annual fixed charges by over 
$1,000,000 and eliminate all important maturities prior 
to 1960, with the exception of the non-callable 51s of 
1952 which are now selling near the year’s high of 11914. 


PILLSBURY MILLS, INC. $4.00 PREFERRED: This 
company, formerly the Pillsbury Flour Mills Co., has 
issued 65,000 shares of cumulative preferred stock, with- 
out par value, at $100 per share. Proceeds from the sale 
of this new issue will be used, in part, for the retirement 
of all its remaining funded debt consisting of $4,475,- 
000 first mortgage 3% bonds. The Company is a 75- 
year-old enterprise and is the second largest flour miller 
in the United States. 
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D. NORWOOD 


OLIVER FARM EQUIPMENT CO.: This Company's 
stockholders will vote on a plan October grd, which 
will involve convertible preferred stock financing, split 
up of common stock, and acquisition of the Cleveland 
Tractor Co., as well as changing the company’s name to 
Oliver Corp. to signify an enlargement of its activities 
in the industrial field. 


ELECTRIC BOND & SHARE'S REFUNDING OPERA- 
TIONS: Companies comprising the Electric Bond & 
Share system during 1944 to date have refunded $193,- 
280,000 of their outstanding mortgage bonds, deben- 
tures, notes and preferred stocks. ‘This figure is now 
to be further increased by $130,000,000, comprising 
$100,000,000 United Gas Corp. bonds and $30,000,000 
\rkansas Power & Light Co. bonds. Both of these com- 
panies are operating units controlled by Electric Power 
& Light Corp., an intermediate holding company in the 
System. 


DIXIE CUP $2.50 PREFERRED ...... Dixie Cup 
COLUMBIA PICTURES $2.75 PREFERRED: preferred 
stock has sold up recently to $48 per share on the New 
York Stock Exchange as compared to its call price of 
$45. While preferred dividend requirements are being 
well covered, investors who desire to accept the $3 
premium may liquidate and reinvest funds in Colum- 
bia Pictures Corp. $2.75 cumulative preferred stock, 
callable at $53 and selling on the New York Stock 
Exchange at 43, to give an indicated income yield of 
6.4% as compared with 5.2% on Dixie Cup preferred. 
While neither issue qualifies as a high-grade preferred, 
financial position of each company is good and pre- 
ferred dividend requirements are well covered. Colum- 
bia Pictures Corp.’s latest available balance sheet as 
of June 30, 1943, showed a current ratio of 4.5 to 1. 
Net current assets amounted to $14,369,021. After 
deducting notes payable to banks, net current assets, 
alone, were equivalent to $167 per share of pre- 
ferred. The equity junior to the preferred stock is rep- 
resented by 366,268 shares (Please turn to page 688) 





RECENT CALLS FOR REDEMPTION 


Amount Call Redemption 
BONDS alle 
Paramount Broadway Corp. 3-5! Ctfs. 1955. $5,543,000 
Duluth, Missabe & Iron Range 1st 3!4, 1962.. 600,000 
Market St. Ry. Ext. “A’*’ 5s, 1945 Entire issue 
Bethlehem Steel Conv. Deb. 3!%s, 1952.... Entire issue 
N. Y. Power & Light 1st 334s, 1964 $4,982,000 
Sioux City Service Co. 1st 6s, 1951 Entire issue 
Warner Co. S. F. 6s Extd. 1951 Entire issue 
Armour & Co. (Ill.) 1st D 3'4, 1964 Entire issue 
Armour & Co. (Del.) 1st B 4s, 1955 Entire issue 
Armour & Co. (Del.) 1st C 4s 1957 Entire issue 


PREFERRED STOCKS: 

Allegheny Ludium $7 preferred 

S. H. Kress & Co. 6% special preferred 
Edward G. Budd Mfg. Prefs. Ser. 1923 and 


Entire issue 
Entire issue 


Entire issue 
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ANOTHER LOOK AT— 


BULLARD COMPANY...... WESTERN AUTO SUPPLY 
GREYHOUND BUS ... LIGGETT & MYERS... PULLMAN 


BY. Wee NR Y~ oL.. 


Bullard Company 


The Bullard Company, a leading maker of machine 
tools, recently reported a net loss of $286,692 for the six 
months ended June 30, as compared with net income of 
$1,161,908 for the corresponding period of last year. 
This is after allowing for all tax ‘“‘cushions,” as estimated. 
Sales and operating income, as with most machine tool 
companies, made their highs in 1942; and loss for the 
half-year climaxes the deflationary trend that set in there- 
after in the company’s operations. With regular machine 
shipments at low ebb, Bullard in the first half of this 
year began manufacture of aircraft torpedoes, ship tur- 
bines, rubber mixing machinery and heavy truck dif- 
ferential carriers. ‘The changeover period was one of low 
dollar gross—only $10,618,000 against $25,324,000 a year 
before—but of continuing large operating costs since a 
working staff had to be held together. Though the com- 
pany “converted” from one type of war production to 
another, its experience illustrates that any kind of re- 
conversion changeover is a costly matter. 

It is officially stated that results for the second half- 
year will be better than for the first half, but there is 
scant chance that} anywhere near previous best earning 
power can be regained. Top earnings were $7.17 a share 
in 1941 on sales of only $20,074,000. On about two and 
a half times that volume in 1942 the net, after renego- 
tiation was $3.43. Last year Bullard grossed $38,974,000 
against $50,789,000 in 1942 and operating income 
dropped to $5,154,000 from $13,495,000 the year before. 
Yet reported net was $4.56 a share or about 33 per cent 
up from 1942. It takes more than the prevailing tax 
cushions to accomplish that “miracle.” It will be surpris- 
ing if, out of operating income much less than half of 
1942, final renegotiation of contracts will leave 1943 net 
substantially bigger than in the previous year. Best earn- 
ings before the war were $3.19 a share in 1937. Average 
earnings for 1935-1939 were about $1.55 a share. Around 
recent price of 165% the stock may or may not have fully 
discounted the worst, but earnings potentials for some 
time to come do not appear bright. 


Western Auto Supply 


Specializing mainly in consumer durable goods in both 
its retailing and wholesale divisions, Western Auto Sup- 
ply was, in very considerable degree, a war “casualty.” 
It is significant to note that the bottom in sales appears 
to have been put behind now and that, even in advance 
of the return of any considerable volume of “hard” 
goods to the market, there is a trend of improvement 
in the company’s affairs. For the first seven months of 
the year, total sales of the company’s own retail chain 
were 10 per cent under the year before, while wholesale 
volume sold to affiliated stores was 1.5 per cent higher 
than a year ago, with aggregate volume down 4.9 per 
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cent for the period. For July, however, (latest month * 
reported at this writing) retail volume was up 1.4 pe atl 
cent from a year ago, wholesale was up 16.4 per ceni kia 
and combined volume 7.5 per cent. “et 
Through 239 owned retail stores in about go stata 
the company’s normal business was sale of automobil .. 
u ’ 


accessories and repair parts, tires, radios, oils, pain” 
hardware, sports goods, electrical appliances, etc., whilf 
the same lines were wholesaled to a large number @ hick 
independent stores operating under the name ‘“‘Weste acl 
Auto Associate Store.” Even with switch to many type ag 
of non-durable merchandise, sales slumped from all-tims % 
peak of $71,046,000 in 1941 to $46,205,000 last year _ 
With the recent betterment, it is possible, though not cer -° 
tain, that total 1944 sales may be slightly higher than; . . 
year ago. Another evidence of improvement is to bi seid y 
found in the fact that the number of independent store _ 
now “signing up” as affiliates is markedly increasing afte a aay 
having declined last year by a total of 142 to an aggregat d at 
of 1,466 outlets. This appears due not so much to an : eg. 
significant change in the company’s present ability t i 2 
supply them with goods as to a tendency to “get ready ” will 
for a return to more or less normal merchandising if”” 
a not too distant future after the end of the war ij 
Europe. i oan 
The financial position of Western Auto Supply } ag 
good and it has had an excellent growth record whid ion 
seems likely to be resumed as soon as supply condition ~ 
in its specialized type of merchandise permit. Whered Line 
sales and profit experience since 1941 has been below th als 
general average in retailing, the reverse almost certain] ® re 
will be true for an extended time as and after industri" ™ 
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The railroads themselves will henceforth operate Pull- smalle 
man cars, either individually or through a car pool. FY are 1 
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onsumer durables that these stores formerly handled. 
ncidentally, average net income of the pre-war years 
936-1939 equalled over $3 a share annually on the pres- 
intly outstanding common shares. Recent price of 3214 
ompares with year’s high of 354% and low of 2634, 
hile record high for the present stock was 407% in 
jo. Resistance to market reaction reflects investment- 
peculative anticipation of better things for this company 
due time. 


Greyhound Corporation 


Route miles operated by bus lines controlled by Grey- 
ound Corporation increased over three-fold in approxi- 
hately the decade since 1933 and had doubled even by 
ewar year 1939, with a roughly proportionate in- 
ease iN Operating revenues. In six years between 1934 
d 1939, net income increased from $1,439,000 to $4,- 
n6,000 for the parent company only. On a consolidated 
ysis, net over the same pre-war period advanced from 
B.154,000 to $6,562,000. 
With traffic further stimulated by war, net set a rec- 
d high of $10,762,000 for 1943, against $8,427,000 in 
evious year, share figures being $3.80 versus $2.96. 
hus, large volume and intensive use of buses (less un- 
bed capacity per route mile) have more than offset 
npact of war-time taxes and higher labor costs. In some 
spects this situation is similar to that in air transport. 
n the one hand, there will be more idle space per bus 
normal travel conditions return after the war, as is 
so true in air transport. On the other hand, the ulti- 
ate in traffic potentials and in efficiency of equipment 
ed apparently has not been reached, again as is also 
le in air service. 
Future long-term growth for Greyhound, as in the 
st, will depend on expanding the number of buses in 
peration by internal progress and/or acquisition of 
ditional subsidiary lines. Both courses no doubt will 
followed. The company several months ago arranged 
tha group of banks for a $35,000,000 credit to finance 
rchase of additional equipment over a five-year per 
It is believed that future equipment will be fai 
perior to that now in use in both passenger comforts 
d operating efficiency, with a trend to lightweight 
tals in bus construction, superior fuels and higher 
erage operating speeds. 
Recent price around 2054 for the common compared 
th 1944 high of 2414 and low of 1914. This year’s 
st price was an all-time bull market high, previous 


pst figure having been 22 in 1938. The top in 1937 was 


ly 167%. The present price is only some ten times 
rage consolidated per share earnings of pre-war 
37-1939, which should readily be exceeded after the 

even with only moderate tax relief. However, it 
st be noted that, except in “honeymoon” periods of 
eculative enthusiasm—which we have seen at times in 
transport shares—the normal tendency is for stocks of 
Rsport enterprises, especially in the passenger field, 
be priced in fairly low ratio to per share net. With 
in mind, Greyhound seems to us suitable for spec- 
tive investment purchases only on more substantial 
ctions than it has yet had this year. 


4 Liggett & Myers 
ae " ks a | 


ust recently a new division of the Grocery Manufac- 
ers of America was set up to “protect the interest” 
smaller manufacturers of cigarettes who assert that 
'Y are now “threatened with extinction because of the 
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inability of the Office of Price Administration to check 
the sharp rise of leaf tobacco prices while rigidly main- 
taining retail ceilings.” This brings into the open a 
growingly serious situation for the entire cigarette indus- 
try. The big companies are also subject to the profit- 
margin squeeze, but are in a better position to “stand 
the gaff” because of strong financial resources and con- 
sequent ability to carry large inventories on a three-yeat 
average cost accounting basis which does not fully re- 
flect by any means present inventory replacement cost 
of leaf tobacco. 

In investment status, Liggett & Myers has long been 
the premier stock of the Big Three of the industry, the 
others being American Tobacco and Reynolds. Philip 
Morris has become a formidable competitive factor in 
comparatively recent years. In reflection of investment 
appeal, Liggett & Myers Class B now sells around 81, 
yielding only about 4.3 per cent on indicated $3.50 
dividend rate. The high this year was 8614, low 671. 
For seven consecutive years, 1934-1940, the stock made 
highs each year ranging from 10334 to 122. The dividend 
was $5 for the lengthy period, 1928-1935; and with 
extras was $7 in 1936 and $6 in 1937, reverting to $5 
for the years 1938-1941, since which time to date it has 
been $3.50. Earnings were $4.53 last year, which is a 
new long-term low, far under figures shown in such deep 
depression years for general business activity as 1932- 
1933 or 1938. On the record, it would seem that serious 
depressions for most of us are not bad at all for Liggett 
& Myers, at least they have not been in the past—as it 
earned $6.85 a share in 1932 and $6.13 in 1938! The 
company does not issue interim reports, but it is very 
likely that, despite excellent sales, this year will show 
a further decline in net profit. 

The outlook seems somewhat uncertain for a goodly 
time to come with respect to leaf tobacco cost, possible 
adjustment of ceiling price on cigarettes, and possibl. 
tax relief. About the only certainty is that huge war- 
time sales volume will not continue indefinitely. Though 
strong financial position may (Please turn to page 688) 


Witte WOUI Colmpulmes, WiSY TO Convert to war production, 
are the first to feel the impact of receding war needs. 
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(Continued from page 651) 


rebound above the pay point and 
remain substantially above it for 
an indefinite period. A large back- 
log of demand has already accumu- 
lated—far greater than that built 
up by the 1932 depression—and to- 
gether with good export potentials, 
this promises substantial business 
for an indefinite period, a prospect 
from which the ever-present labor 
problem cannot detract materially. 

Far worse is the excess supply 
problem in other metal industries. 
For instance, official estimates have 
it that a billion pounds of aluminum 
and another billion pounds of 
aluminum scrap will be available 
on VE-Day. Severe gluts are anti- 
cipated in magnesium and copper, 
and barring stabilization measures 
such as stockpiling, these industries 
face a drastic deflation. Even stock- 
piling can hardly prevent severe con- 
traction of output. With aluminum 
in oversupply even before VE-Day, 
civilian aluminum goods will now 
be back on the market in a few 
weeks, starting with simple house- 
hold items, and WPB expects quan- 
tity output by the end of the year. 

In the electrical appliance indus- 
try, reconversion problems vary, in 
view of the machinery scramble in 
some plants, but on the whole it 
should be short and not particularly 
difficult. In the heavy electric equip- 
ment sector, the process should be 
virtually painless. In most appliance 
lines, no costly time lag or much 
retooling is indicated. The radio in- 
dustry expects to have new models 
on the market in about two months, 
and full production within four 
months. Television sets should be 
available in six to nine months. An 
ample supply of radio receivers 
should be had within four or five 
months. 

The indicated 20% cutback in 
aircraft production after VE would 
mean the release of large quantities 
of fractional horsepower motors, 
scarcity of which so far constituted 
a major obstacle to resumption of 
production in a good many appliance 
fields. With this bottleneck removed, 
vacuum cleaners should be in pro- 
duction within four to six weeks, 
with volume production in four to 
six months after VE. Progress will 
be quick as the industry is self-con- 
tained and generally not dependent 
on outside parts supply such as the 
automobile or refrigerator makers. 

Estimates differ as to reconversin~ 
speed in the refrigerator field. While 
some companies believe that initial 
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production can start in three months, 
the majority figure closer to six 
months, with nine months needed 
until volume output is reached. On 
the whole, the outlook is far fairly 
substantial quantities available to 
consumers after six to eight months. 

Washing machines may reach t" 
distributors in small volume within 
thirty days but it probably will take 
three months before the average 
housewife will have a chance to 
buy one, against heavy competition. 
At least half a year will elapse be- 
be found on the market. Sewing 
fore a more adequate supply will 
machine production should be un- 
der way in three months after VE 
and reach peak volume in about 
half a year. 

Small appliances such as toasters, 
food mixers, electric shavers should 
reappear on the market after two 
months, with volume production in- 
dicated after about four months, in 
some instances, sooner. 

On the whole, few potential buy- 
ers of electrical appliances will get 
the things they have been waiting 
for short of three months after VE 
and initial supplies will be spread 
rather thin, among dealers and con- 
sumers. But volume production in 
most lines will be under way within 
three to six months. The refrigera- 
tor industry is believed to face the 
most difficult problem of reinstalling 
machinery and obtaining adequate 
component parts, hence the greater 
time lag indicated above. The ap- 
pliance industry as a whole counts 
on a demand backlog that should 
keep it busy at or close to capacity 
for about three years. 

Building is heavily relied upon to 
take over idle manpower and _ the 
post-war outlook for the building 
industry is exteremely promising 
but we must be resigned to the 
probability that a building boom 
will be slow in getting started. 
Such booms traditionally develop 
slowly but there are additional [> 
tors militating against quick revival 
especially of residential building. 
One is the lumber shortage which 
threatens to be with us for a.con- 
siderable time after VE. Another is 
the question of building costs, pres- 
ently over 30% above the pre-war 
average, as against rental costs which 
are largely unchanged and may well 
ease in some areas as acute local 
housing shortages disappear with 
curtailment of the war program. 
Population shifts attendant to recon- 
version and the probable widespread 
desire to wait until economic condi- 
tions become more stabilized may be 
further retarding factors. While a 
building boom eventually is a rea 
sonable certainty, the timing fac. 


tor is important and it would ap 
pear that no real revival is like) 
before the end of the global war, 
Even then, potentials will be impor: 
tantly determined by building costs 
The latter alone, for the momen 
are generally viewed as a seriou 
deterrent to a volume of post-VE con. 
struction heavy enough to take up 
some of the slack left by war cu 
backs. ‘ ® 

No reconversion pause is in stoi 
for the textile industry; rather, 
availability of additional manpowe 
should lead to further expansion of 
operations now handicapped by lad 
of mill hands. ‘The present world. 
wide and acute shortage of textile, 
notably cotton textiles, will not k 
eased in any measurable degree }j 
the end of the European war; onl 
upon conclusion of the global wa 
will cotton textiles again be in fre 





supply for civilian needs. Meany 
while, war, relief and current need 
will necessitate retention of sonj 
restrictions even after VE and WD 
intends to continue with loom a 
signments, preference rating  strw 
tures and urgent civilian program 
to assure most efficient use of plaij 
capacity and proper distribution 
Acceleration of the Pacific war wil 
intensify army demand for cotti 
textiles, therefore no contract ts 
minations loom ahead for the ci 
ton textile industry. A change i 
the industry’s situation is not like 
until victory in the Pacific is clear 
in sight. 

Main impact of VE on the oil it 
dustry will be a temporary malaj 
justment of refinery output wi 
over-all demand continuing: stroi 
for the duration of the global : 
Thereafter, the industry faces a jf 
riod of adjustment during whid 
supply will be in excess of demati 

Aircraft manufacturers, accordil 
to WPB statements, face an over 
reduction of 20% in productitf 
schedules though some _prograil 
such as those for the new _ supé 
bombers will be further increas 
The impact on individual compani 
depends mainly on which types 
airplanes suffer foremost contractid 
in military demand. A partial ofl 
arises in resultant ability to swill 
to manufacture of civilian and tra! 
port aircraft. 

The air-transport industry, in tu 
should then be enabled to tad 
its post-war expansion with the! 
tendant struggle for position # 
profit which has long been obs¢! 
ing the longer term outlook for 4 
industry. Air traffic of course shot 
veer sharply higher as more civili 
transport planes becomes availab) 

Farm equipment makers, alrea 

(Please turn to page 690) 
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From the New 





York Times 


CONCLUSIONS 
MONEY AND CREDIT—Government 


expenditures to remain 
heavy until after Japan is defeated. 
Meanwhile tax rates will not be re- 
duced materially. 


relatively 


TRADE—July retail store sales 4% 
above last year. Department store 
sales in week ended Sept. 9 were up 
14%, against 12°% for four weeks and 
8% for year to date. 


INDUSTRY—Overall recession in busi- 
ness activity following "V-E" Day will 
be comparatively mild and short lived. 


COMMODITIES—Spots and futures 
rebound on enactment of further 
measures providing for Government 
support. Government is committed to 
spend billions in farm subsidies for two 
or three years after Japan falls; but 
price structure could be undermined 
by bootlegging of cheaper imported 
commodities. 


The Business Analyst 


last year at this time. Among the eight com- 
ponents of this publication's weekly business 


loadings, lumber shipments and paperboard 
Strikes have held back coal; labor shortages 
tinues to sag slowly; but is still nearly 1°, above 

Overall per capita business activity con- 
index, four—bituminous coal production, car- 
output—are somewhat lower than a year ago. 
course feel the resulting loss ot this heavy 
of both labor and scrap and carloadings of 
hamper lumber; steel is harrassed by shortages 
freight. ** 8 


July retail store sales were 4°, above last 
year, with durable gods up 3% and non-dur- 
ables 5%. Department store sales in the 
week ended Sept. 9 were 14°% ahead of the 
like period a year ago, compared with gains 
of only 12% for four weeks and 8°% for the 
year to date. ; 

Cash dividends reported for August 
amounted to $132.4 million, a decrease of 3.6%, 
from August, 1943. Eight months’ total of $2,- 
113 millon was 2.8% ahead of the like period 
last year; with the automobilé industry report- 
ing an increase of 25%, oil refining 13%, 
mining 7% and trade 6%. 

(Please turn to the following page) 
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Latest Previous Pre 
Wk.or Wk. or Year Peari PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
FEDERAL WAR SPENDING (tf) $b Sept. 13 
; 1.60 1.53 1.89 k i 
Cumulative trom Mid-1940.......... Sent. 13, 2080 2A A nine nomtieg ati 
After Germany falls, the Navy will continue 
to expand the fleet and its personnel as rapidly 
FEDERAL GROSS DEBT—Sb Sept. 13 209.7 209.6 146.5 55.2 | as possible, while large numbers of troops not 
needed to maintain order and clean up resistance 
MONEY SUPPLY—Sb points on the Continent will be transferred to the 
Demand Deposits—10! Cities........ Sept. 13 35.9 355 32.9 24.3. | Pacific zone of operations. Number of men to 
Currency in Circulation.................. Sept. 13. 23.5 23.4 18.8 10.7 | be sent home can not be definitely determined 
= yet, but probably will be less than popularly ex- 
ted. 
BANK DEBITS—13-Week Avge. or ees 

New York City—$b. ..........0.0....... Sept. 13 5.76 5.75 4.79 3.92 . 

pa... ....... Sept. 13 7.69 7.70 707 557 Overall cutbacks in outstanding Army pro- 
curement orders have been set tentatively at 
37%, thereby. releasing about 3.5 million war 

INCOME PAYMENTS—Sb (cd) July 12.89 13.50 11.85 8.11 | workers for new civilian jobs. An indeterminate 

Salaries & Wages (cd)............... July 9.17 9.20 8.40 5.56 | number of these will retire voluntarily from the 

interest & Dividends (cd) July 0.88 1.51 0.87 0.55 | labor force. The Army will continue to take all 

Farm Marketing Income (ag July 1.60 1.50 1.54 20]. ; oye 

includ'g Govt. Payments (eg Joly 165 1156 158 12g | it can get of such critical items as heavy trucks, 
tires, big guns, heavy artillery ammunition, cotton 
duck and certain radar equipment. 

CIVILIAN EMPLOYMENT (cb) » Aug. 53.2 54.0 54.4 50.4 le ea 
Agricultural Employment (cb). Aug. 0.8 1.0 ll 17 
ink cana eer July 16.0 16.1 17.0 13.6 There will be no immediate reduction in Army 
mployees, Government July 5.8 5.9 5.9 4.5 | requirements for food, shoes and fuel; but, as the 
UNEMPLOVMENT feb) = Aug. 8.6 9.7 9.6 3.3 war moves into the Pacific, clothing requirements 
Jul will shift from woolen to cotton. Rubber and 
FACTORY EMPLOYMENT (Ib4) a 158 159 170 141 lumber will remain scarce; but there should be 
Dire DNe OOS. conicis-soscssessevenssscens: July 214 217 230 168 | te ena Be ees 
Non-Durable Goods 0.0.0.0... July 113 113 123 120 aoa peste s ae PP 
FACTORY PAYROLLS (ib4) July 310 318 316 ee ee 
* 6 ¢ 
FACTORY HOURS & WAGES (ib! Subject to the further limitation that require- 

ed eid foie Se ee June 45.5 45.3 45.1 40.3 7 . 

y : : ments of such essential industries as transporta- 

Hourly Wage (cents)...................... June 101.8 101.7 95.9 78.1 : ‘baat : 

Weekly wege (3)___._- 7. June 46.28 46.03 43.25 32.79 | tion, utilities, fuel and farm machinery should 
come first, acting chairman Krug of the WPB 
promises manufacturers that every obstacle to 

gp Sept. 9 103.6 103.6 102.8 92.2 P # 
ocean (1b2) hy 138.6 137.8 134.4 116.1 | speedy reconversion for production of peace- 
time goods will be removed. 
* * * 
COST OF LIVING (Ib3) July 126.1 125.4 123.9 110.2 

Fond ae ee a July 137.4 135.7 139.0 113.1 Mobilization Director Byrnes says that upon the 

SURMISE oh sot es ean ch ec cey July 138.2 138.0 129.1 113.8 | collapse of Germany civilian production will 

Rent July 108.1 108.1 108.0 107.8 | be permitted at least at the 1939 rate; but that 
the 40-hour week will be restored except in tight 

RETAIL TRADE labor areas. Evidently this much-to-be-desired 

rc Pape Seles (cd) $b ....... yd re od ro he achievement presupposes that nearly all of the 

urable Goods ore uly . . . . . ° ° 
tee ae ei A July 4.62 473 4.42 358 slack from cutbacks in war production will be 

Dep't. Store Sales (mrb) $b........... Aug. 0.46 0.38 0.39 0.40 | taken up by increased civilian output; yet at best 

Chain Store Sales (ca)..............00.. Aug. 200 193 184 151 the complete change-over will require up to nine 
months. 

* * * 

MANUFACTURERS’ cies ficiald beli ini 

w 

New Orders (ed2)—Total . July TE ee hs cetier matiimnanlialin 

Durable Goods .......__.... = July 488 445 420 265 nen pee ee eee Yee ee ne er 

Non-Durable Goods ___.__.... July 197 208 176 178 ket within three months after the all clear signal 

ee oe = 274 278 249 183 is given; but in some instances there will be 
urable Goods July 381 378 346 220 ising f i 

on cite ge Air naam July 190 200 73 155 delays arking trom retroactive awards of woge 

_ increases, and disorderly meshing of termination, 

renegotiation, tax laws and removal of Govern- 

anne INVENTORIES—Sb ment property. Incidentally, it is announced that 

End of Month (cd)—Total or July 27.4 27.6 27.5 26.7 | T-Loans through commercial banks to producers 

Manufacturers’ July 7.2 17.2 17.4 15.2 “i 

WT re ran July 4.0 4.1 3.8 4.6 | whose contracts are terminated, as well as VT- 

Retailers’ ieee July 6.2 6.3 6.3 7.2 | Loans, will carry a maximum interest rate of 
Dept. Store Stocks (rb2) .. ee July 163 157 160 139 4\/2%,. 
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PRODUCTION AND TRANSPORTATION 


























= Latest Previous Pre- 
— hea = Wk. _ Year Pearl PRESENT POSITION AND OUTLOOK 
ate onth Mont Ago —_— Harbor 
BUSINESS ACTIVITY—1—pc Sept. 9 131.4 132.6 130.7 118.2 
— (M. W. S.)—I—np. Sept. 9 160.2 161.7 157.7 139.5 WPB believes that industrial reconversion 
il h ditiousl d 
INDUSTRIAL PRODUCTION (rb3) July 233. +«235°~«~«AO~«A~* fre St ieaik dace 
“l Rutie Goede tik... . fia July 350 354 360 215 smoothly and expected in some usiness circles. 
ily Non-Durable Goods, Mfr. ae July 168 169 177 141 The Board points out that the predicted cut in 
of CARLOADINGS—t—Total Sept. 9 826 398 835 ~“— war production will be spread out over several 
ce Manufactures & Miscellaneous....... Sept. 9 374 412 367 379 months. The porn cut following Germany vl fall 
nik Mdse., L. C. L Sept. 9 100 109 93 156 will be only 24%. Jobs will remain relatively 
, 7" ee ny ee EN occas Sept. 9 160 205 170 150 plentiful, with some plants using up to 80% of 
he Grain gous Sept. 9 44 48 48 43 their present employees in  reconverting for 
al ELEC. POWER Output (K.w.H.)m Sept. 9 4,228 4,415 4,229 3,269 peacetime production; though serious unemploy- 
SOFT COAL, Prod. (st) m —s as te ts oe) reer ere 
Cumulative from Jan. |____.__ Sept. 9 436 425 408 466 * * * 
al Stocks, End Mo. wacvebacweecede July 61.4 59.7 75.6 61.8 





. PETROLEUM—(bbls.) m Government expenditures will remain rela- 





























we Crude Output, Daily ........... Peg ai an Py Po tively heavy for a long time after "V-E" day. 
Gasoline Stocks.............0.0 cece ay . x : , Lend-Lease is to be continued until the Japs are 
ate Fuel Oil Stocks Sept. 9 60.74 59.88 66.74 94.13 ® R . $ 
i a Sept. 9 43.05 41.96 38.05 54.85 | licked (it might take two years); and there will 
all Ap calbbce 5 + Aeon vera Sept. 9 55I 604 582 a be contract termination payments, excess profits 
ne LUMBER, Prod. (bd. ft.) m ha 3.6 35 4.0 12.6 tax refunds, veterans’, rehabilitation, unemploy- 
e Stocks, End Mo. (bd. ft.) b............ ment benefits and bond redemptions. The Gov- 
STEEL INGOT PROD. (st.) m — an an By B 96 ernment will save something, however, by giving 
Cumulative from Jan. Uo... 9 i : : high preference to family men during demobiliza- 
tion. Checks to service men's dependents already 
my a. ice —” 25.4 43.3 93.5 | total nearly $6 billion. 
the Cumulative from Jan. | Bae ept. 14 1,329 1,287 2,366 5,692 eat 
nts MISCELLANEOUS Sept. 9 132 
173 121 165 
and Paperboard, New Orders (st)t........ bea 82.3 88.4 93.8 98.5 It is thus scarcely surprising that Mobilization 
be angle = _ _ (shia July 10.6 10.4 9.8 14.0 | Director Byrnes, in promising abolition of excess 
im, “4 C IP 4. (st); vhs July 5.0 5.6 5.7 3.8 | profits taxes, hastens to add: "but not until 
Anthracite Coal Prod. (st)m............ July 121 146 138 150 - 
Hoisery Production (pairs) m... ped 40.4 39.6 40.0 34.8 Japan is defeated. 








Footwear Production (pairs)m... 
ag—Agriculture Dept. b—Billions. ca—Chain Store Age, 1929-31—100. cb. Census Bureau. cd—Commerce Dep't. cd2—Commerce 
ire- Dep't., Jan., 1939—100. cd3—Commerce Dep't. 1939—100. cdlb—Commerce Dep't. Index (1935-9—100) using Labor Bureau & other 
ta- data. en—Engineering News-Record. i—Seasonally adjusted Index. 1923-5—100 Ib.--Labor Bureau. Ib2—Labor Bureau. 1926—100. Ib3— 
uld Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 19397—100. m. Millions. mpt—At Mills, Publishers & in Transit. mrb-M.W.S., using F.R.B. data. 
np—Without compensation for population growth. pc—Per capita basis. rb2—Federal Reserve Board, adjusted index, end of Mo., 1935-9 
/PB } B| —100. rb3—Federal Reserve Board adjusted index, 1935-9—100. st—Short tons. t—Thousands. #—Treasury & R. F. C. 
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ce- THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 

No. of —————_ 1944 Indexes ——____. (Nov. 14, 1936, Cl—100) High Low Sept. 16 Sept. 23 

Issues (1925 Cl.—100) High Low Sept. 16 Sept. 23 | 100 HIGH PRICED STOCKS... 72.23 62.77 68.80 69.77 

. 283 COMBINED AVERAGE ...... 100.7 79.5 94.6 96.3 100 LOW PRICED STOCKS... 107.89 75.33 100.02 101.97 
ee 4 Agricultural Implements ...... 178.9 148.6 164.3 165.9 6 Investment Trusts _... . 427 34.0 37.8 38.9 
ie 9 Aircraft (1927 Cl—100)... 143.1 1185 142.0 143.1A | 3 Liquor (1927 Cl—100)_. 365.4 291.4. -«-323.7'——-340.0 
ght 5 Air Lines (1934 Cl—100).. 543.2 421.9 506.5 515.0 Oi Machinery 2. 125.4 105.2 115.7 116.6 
ail 5A + 82.2 68.2 71.0 72.2 2 Wale Cider sn. 96.7 82.5 95.0 96.2 
the 13 Automobile Accessories _. 180.0 119.0 169.6 172.5 3 Meat Packing — 70.4 55.5 62.8 64.5 
te 12 Automobiles _..... eco AS 17.6 32.6 a2 11 Metals, non-Ferrous _._.—:1 50.4 116.4 132.8 135.2 
3 Baking (1926 Cl—100)__. 15.0 12.9 13.8 13.9 3 Paper 17.9 12.9 17.0 17.7 
rai 3 Business Machines _.___....... 216.4 HS 205.3 211.0 ae Petroleum... (SS 121.3 125.2 126.7 
wi 2 Bus Lines (1926 CI—100).. 125.2 101.9 19 1Tt.I 19 Public Utilities 59.9 48.7 55.8 57.1 
8 Chemicals —.....___....... 197.6 176.0 181.7 184.3 4 Radio (1927 Cl.—100).. Pu Fel 21.5 27.8 28.7 
4 Communication 78.3 57.1 73.1 73.7 7 Railroad Equipment ___. 63.7 51.5 60.0 63.3 
ai 12 Construction 43.033. 39.7 40.4 | 18 Railroads 20.7 ‘14.1 17.5 179 
- 6 Containers... — 286.4 220.1 268.6 273.3 2 Shipbuilding — _ 85.9 70.3 80.5 85.7 

anal 8 Copper & Brass — 62.5 65.5 69.1 3 Soft Drinks _. 387.8 305.2 3688 387.8R 
be} Bl 2 Dairy Products —___ _ 468 386 454 464 | 12 Steel & Iron 82.7 «965.7745 TST 
“— 6 Department Stores 37.4 28.2 35.7 36.3 3 Sugar 53.0 41.7 49.5 50.4 
nm 5 Drugs & Toilet Articles... 113.3 81.0 104.6 107.1 7 Sel po or eee see ee Oe 178.2 160.7 161.7 162.6 
on, 2 Finance Companies 248.9 217.1 230.9 233.1 3 Textiles 57.6 48.0 51.3 53.1 
that 7 Food Brands 417 123.1 133.8 «134.9 3 Tires & Rubber... = 33.9 25.4 3.332 
pee: 2 Food Stores —............. 54.3 46.5 53.2 53.3 an 74.2 60.2 70.9 71.0 
VT- 4 Furniture 83.1 564 782 786 2 Variety Stores _.__ 253.8 219.7 249.4 251.8 
) of 3 Gold Mining cca ORS 879.8 952.9 938.3 21 Unclassified (1943 Cl.—1i00) 130.5 98.7 123.8 124.7 














A—New HIGH this year. R—New all-time HIGH. 
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Trend of Commodities 


Commodity prices, both spot and futures, rebounded 
sharply during the past fort under leadership of cotton 
which was stimulated by passage of the Property Disposal 
Bill containing clauses raising the Government loan rate 
on that staple to 95% of parity, from the former 92!/2%, 
and authorizing the CCC to se!l agricultural surpluses 
abroad at world prices. Under the Stabilization Act of 
1942 and the subsequent Steagall Amendment, prices of a 
long list of farm products must receive Government support 
for two years after the Jan. | following a proclamation by 
Congress or the President that the U. S. A. is no longer at 
war anywhere in the world. If, for example, the proclama- 
tion announcing cessation of hostilities with Japan should 


be delayed until Feb., 1947, price support could not by 
withdrawn legally until Jan. |, 1950—more than five yeas 
hence. War Mobilization Director Jones estimates tho} 
meanwhile Government subsidizing of commodity price 
may cost upwards of $2 billion annually. The indirect ta 
upon John Citizen resulting from consequently high price 
will be many times that amount. Farmers, who have re. 
duced their mortgage indebtedness by $1 billion sinc 
1940, will be sitting pretty—unless, as grapevine repork 
have it, the Government attaches output-curtailment 
strings to the subsidies, repeating the “ploughing-under' 
of the early thirties when little pigs were killed. We su 
pect there will be bootlegging in reverse. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. ! Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 

Sept. 16 Ago Ago Ago Ago Ago 1941 

28 Basic Commodities 182.4 182.3 182.2 182.5 181.1 178.] 156.9 

11 Import Commodities 168.7 [68.6 168.5 168.4 168.3 167.7 157.5 

17 Domestic Commodities 191.8 191.8 191.6 192.] 189.9 185.2 156.6 
. - s te OO Bae OT ree 
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COMMODITY FUTURES INDEX 
100 JULY AUG. SEPT. 
95 wns 
90 
DOW JONES 
COMMODITIES INDEX 




















Average 1924-26 equal 100 


1944 1943 1942 1941 1939 1938 1937 
ol Na aidenaterae Aas . 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
ROW «<5 scatiececeseemeneen 92.44 88.45 83.61 55.45 46.50 45.03 52.03 
684 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. I Yr. Dec 
Sept. 16 Ago Ago Ago Ago Ago |? 
222.2 223.4 223.2 224.5 223.5 216.6 |6 


7 Domestic Agricultural 
207.0 207.6 207.5 208.0 207.6 204.2 Il 


12 Foodstuff ......... : 
16 Raw Industrials _... ..... 


SPOT COMMODITY 
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15 Commodities, December 31, 1931, equal 100 
Cepyright by Moody's Investor Service 

1944 1943 1942 1941 1939 

High __._______ 251.5 249.8 239.0 219.0 172.3 


Low 
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The Financial Resources of 








not bf =Leading Corporations 
e year 
2s thal 
pricy (Continued from page 661) 
ect ta 


1 price cash and securities holdings amount 
ave rpio fully 70% of current assets, with 
n sing cash alone exceeding current liabili- 
report ties. The latter come to only one- 
silmen.g fourth of current assets minus inven- 
-under'f tories. Current ratio improved from 
Ne suf4.1 to 4.6. Together with the absence 
of debt, this is an extremely sound 
~wwwewBpicture. As a rule, outlays for cap- 
q ital purposes are not heavy and even 
vastly broadened post-war business, 
as against pre-war, should not call 
for additional working funds. 
Despite heavy needs for working 
capital to expand output and facili- 
ties, Caterpillar ‘Tractor Co. retained 
a sound financial position though 
the degree of liquidity is far less 
than with the companies earlier dis- 
cussed. ‘Total assets expanded 30%, 
centering largely on the current 
position which improved 42%. But 
while there has been a good increase 
in current assets, there was an even 
heavier expansion (81%) of current 
liabilities, mainly reflecting notes 
payable and tax liabilities. Notes 
payable of $8 million made current 
in the latest balance sheet repre- 
sent a draft on the $25 million VT 
loan arranged late last year in the 
wake of expansion of facilities for 
tractor manufacture. The indicated 
prompt repayment implies that no 
permanent encroachment on_ the 
current position is in prospect. At 
present, cash only slightly exceeds 
tax liabilities and amounts to only 
y% of current assets, more than half 



















Yr. Dee! 
Ago |? 


16.6 6 : : se : 
94.2 \Wmof which consist of inventories. But 
0.5 even without the latter, remaining 


urrent assets just about cover cur- 
. rent liabilities. Of the aforemen- 
. ioned $8 million loan, the bulk was 
sed to finance receivables and in- 
ntories in connection with new 
War contracts and expanded plant 
facilities. While working funds now 
are ample, they are also rather tight 
but should rapidly increase in liquid- 
Ity as ‘war contracts are worked 
off. It is of course possible that fur- 
ther drafts on the VT loan are be- 
oming necessary, depending on the 
ourse of the company’s war produc- 
lion activities but this would imply 
no basic deterioration of working 
apital position as amounts bor- 
towed are amply secured by war 
contracts and contract cancellation 
provisions. The same applies to the 
telatively large inventory item. 
The financial position of Cham- 
Pion Paper & Fibre Co. shows very 
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notable improvement since 1941, es- 
pecially in point of liquidity. While 
total assets expanded 17%, a rela- 
tively modest amount, current as- 
sets increased 74%, mostly in cash 
holdings which amount to almost 
half of the total. Current liabili- 
ties on the other hand shrank 42% 
and amount to only about one- 
fourth of cash holdings. Working 
capital as a whole increased 137% 
and the current ratio rose from 2.8 
to 8.4, aptly illustrating the over- 
all improvement in the current posi- 
tion. This showing is in some de- 
gree perhaps typical of companies 





KEYSTONE STEEL & WIRE 














Change 
June 30 since 
1944 6/30/41 
($ millions) 
ASSETS 
Co nore: eer re Terre 0.804 —0.570 
Receivables, net........-.-see0. 0.999 —0.492 
Inventories, net. . 2.905 +0.144 
Other cur. assets... ccccccccce a os 
TOTAL CUR. ASSETS......... 4.108 —0.918 
Plant and equipment..........-. 11.376 +0.420 
Less depreciation. . 6.564 +0.988 
Net property. ... . 4.812 —0.568 
Other assets......- 2.997 +0.979 
TOME MMENS. co.cc cecccceus 12.517 —0.507 
LIABILITIES 
Notes payable...........-. el —0.250 
Accts. payable and accruals...... 0.610 —0.250 
Reserve for taxes.........-- «« 106 —0.608 
Other current liabilities.......... 0.119 +0.103 
TOTAL CURRENT LIABILITIES.. 0.835 —1.005 
Long term debt.......-.-++++- eo —1.500 
WEMNOR cc cccvcccesceccoctens 0.088 +0.012 
C2" Aa rrr erinc 3.157 — 
SE Vuscccadecacunebeseee 8.437 +1.986 
TOTAL LIABILITIES.......... 12.517 —0.507 
WORKING CAPITAL.......- - 3.873 +0.087 
Comet MUNG. <.<0c<cdeciecancces 5.6 +2.6 
U. S. PLYWOOD 
Change 
April 30 since 
1944 4/30/42 
($ millions) 
ASSETS 
Wee eco SB acceei cccacdhes 1,512 +0.781 
Marketable securities........... 0.500 +0.500 
Receivables, nef... ccccsccccce 1.612 +0.196 
Inventories, net........seeeeeee 3.123 +0.756 
Other current assets..........++5 —0.165 
TOTAL CUR. ASSETS........ 6.747 +2.068 
Plant and equipment............ 3.378 +0.747 
Less depreciation...........+++ 1.424 0.543 
Net property. occccccccccccsccs 1.954 +0.204 
CHEM EMME sac osiccercccccceces 3.865 +3.219 
TEHTAL ASSERS <2 occccsescens 12.566 +5.491 
LIABILITIES 
ee CTT 0.100 —0.300 
Acets. payable. .....cccceccces 1.276 +0.416 
Reserves for taxes... ...-+-.e+++ 1.993 +-0.991 
TOTAL CUR, LIABS.......... 3.369 +1.107 
Lone forth Gebl. oc cc ccccscscces 0.662 +0.586 
WRMNEES occ cclnscccccuseceses ae —-—— 
Cor REE Rene reese rere 1.821 +1.167 
SE vied caiteccmencrvedeseus 6.714 +2.631 
TOTAL LIABILITIES... ...2cc0 12.566 +5.491 
WORKING CAPITAL........-. 3.479 +1.062 
GCuEME MEN: > vccccncctccictes 2.0 —_ 





heavily engaged in war-needed pro- 
duction requiring no conversion of 
facilities and productive of excel- 
lent earnings without heavy capital 
expenditures. Against this improve- 
ment in current position, there was, 
however, an increase in long-term 
debt and in capital items, arising 
from sale of preferred stock and in 
part from sale of bonds, with the 
idea to bolster working funds for 
post-war plant expansion and _ re- 
habilitation. Deduct these items, 
and working capital expansion is 
reduced to about 80%. This ac- 
counts in part for the relatively 


NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Ameri- 
icans. This is number twenty-four of a series. 


ScHENLEY DisTILLers Corp., N. Y. 





Judge and Jury 


The verdict on the quality of a whiskey 
is always in the hands of the consumer; 
he is both judge and jury. He judges 
whiskey by its taste and odor. He likes 
the taste; the aroma is pleasant; and he 
likes the whiskey. His “verdict”—favor- 
able. 

Three fundamental production opera- 
tions are responsible for the quality of 
whiskey: fermentation, distillation, mat- 
uration (aging). And, in addition to these 
fundamentals, there are the quality of 
the grain, the water, the yeast, and the 
barrels. If any one of these latter is 
not of the highest quality, the most 
precise controls of the processes of fer- 
mentation, distillation and maturation 
are futile. In combination they make a 
fine whiskey. 

We don’t think that you are interested 
in the nuts and bolts, and the plumbing 
of our industry, but we think you are 
interested in the easily understandable 
highlights of modern whiskey produc- 
tion. And we are quite safe in saying 
that in the years which have elapsed 
since Repeal, more scientific knowledge 
has been applied to the making of whis- 
key than in the entire period preceding. 
The Distilling Industry has kept pace 
with other industries. 

Whiskey, today, is “package goods.” 
In the old days, most of it was sold in 
bulk—in barrels. The dispenser did most 
of the blending himself, in his own way, 
which wasn’t always exactly the right 
way. Today we recognize the fact that 
the blending of whiskey is a fine art, 
and skillful blenders are as rare as fine 
painters and fine musical arrangers. We 
searched the world over for blending 
genius and didn’t count the cost... just 
to please the sophisticated taste-buds of 
the American consumer. 

And, today, the maker’s label—his 
name—is on the bottle, whether you find 
it in the package store or on the back 
bar in the tavern. There are some great 
names in whiskey. The owners are proud 
of those names, and they hope you are 


good at remembering. 
MARK MERIT 


of SCHENLEY DisTILLers Corp. 


, 
FREE—Send a postcard or letter to Schen- 
ley Distillers Corp., 350 Fifth Ave., N. Y. 
1, N. Y. and you will receive a booklet 
containing reprints of earlier articles on 
various subjects in this series. 
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DIVIDEND NOTICES 





THE ARO EQUIPMENT 
CORPORATION 


BRYAN, OHIO 


The Board of Directors has de- 
clared a dividend of Fifteen 
Cents (15¢) a share on the out- 
standing Common Stock of this 
Corporation, Payable October 
10, 1944 to stockholders of 
record September 30, 1944. 


L. L. HAWK 


Treasurer 


nw 12, 1944 is 


Qnitorndtional 


MINERALS & CHEMICAL 
CORPORATION 


General Offices 
20 North Wacker Drive * Chicago 











e 
On September 7, 1944, the 
Board of Directors declared a 
dividend of one dollar ($1.00) 
per share on the 4% Cumu- 
lative Preferred Stock, pay- 
able September 30, 1944, to 
stockholders of record at the 
close of business September 
22, 1944. Checks will be 
mailed. 


ROBERT P. RESCH, Vice President 
and Treasurer 
+. 


MINING AND MANUFACTURING 


PHOSPHATE* POTASH FERTILIZER * CHEMICALS 








New Book on Using Stock Charts 
“SELECTING THE RIGHT STOCK” 
Detailed Studies, profusely illustrated with long term 
charts, show how individual stocks move in Sequence 
rather than together and clearly explain principles of 
market action for Selecting the Right Stock for the next 
big swing. Price $5.00. 

CHARTISTS LIBRARY, 838 So. La Brea Ave. 
Los Angeles 36, Calif. 





moderate increase in total assets as 
against current assets. While the 
current position is eminently sat- 
isfactory, its improvement is partly 
offset by an increase in liabilities. 
However, with future capital needs 
presumably taken care of, the com- 
pany’s over-all position still reflects 
marked improvement over 1941. 
though after the war, liquidity will 
lessen as capital expenditures now 
planned are undertaken. 

Dow Chemical presents an un- 
usual case. Plant expansion since 
1940 has been extraordinary for a 
company of this size, totalling $50 
million not including $150 million 
of Government plants. This capi- 
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tal expenditure was financed by the 
sale of bonds, preferred and com- 
mon stock, in addition to income 
retained from operations. Since 
1941, total assets expanded $36.5 
million or 35%; current assets ex- 
panded $31.5 million or over 100% 
while current liabilities increased 
about 17%. Working capital rose 
almost 300%. Liquidity since last 
year improved amazingly. At the 
end of the 1943 fiscal year, working 
capital was only $4.81 million; at 
the end of May 1944, it amounted 
to $37.71 million with cash and se- 
curities holdings of $30.9 million 
against only $6.29 million in 1943. 

Comparing 1941 and 1944 balance 
sheets, assets expansion of $36.5 
million was primarily financed by 
capital increases and secondarily by 
retained earnings, the former 
amounting to about $24.3 million, 
the latter to $11.5 million. Indica- 
tive of the improvement of the cur- 
rent position is the fact that cash 
now amounts to about 50% of cur- 
rent assets, while current assets 
minus inventories are almost twice 
current liabilities. Plant account is 
still large, despite heavy deprecia- 
tion charges, and currently amounts 
to some $71 million. This figure, 
however, includes an important con- 
tingent asset. The bulk of the self- 
financed plant expansion was un- 
dertaken under “certificates of ne- 
cessity” and the unamoritized por- 
tion of such plant account, when 
the war ends or when the company’s 
war business is terminated, becomes 
a current asset, in other words a 
claim on the Government realizable 
within one year or sooner, depend- 
ing on the speed of termination 
procedure. In Dow’s case, this con- 
tingent asset should come to an esti- 
mated amount of some $20 million, 
presaging further strengthening of 
the company’s current position. On 
payment of this claim which dimin- 
ishes as the depreciation reserve in- 
creases, the company could easily 
prepay outstanding long-term debt 
of $12 million and retire addition- 
ally some of its preferred stock, in 
other words “shrink” back to more 
normal size without any particular 
loss. As depreciation increases, the 
depreciation reserve can of course 
be used for the same _ purpose. 
Viewed in this light, Dow’s financial 
position is now not only quite liquid 
but far sounder than the balance 
sheet appears to indicate. With 
plant expansion completed and no 
more capital expenditures in sight, 
progressive liquidity and over-all 
improvement of the financial situa- 
tion is indicated as fixed assets are 
written off on the company’s pres- 


ent war business is terminated, 

In the case of Keystone Steel & 
Wire, there has been no assets ex. 
pansion, a rare occurrence among 
companies participating in the wa 
effort. Total assets decreased 4% 
and current assets 16%. There ha 
been a 55% drop in current liabili 
ties resulting in a small improve 
ment of working capital position 
reflected by an increase in the cur 
rent ratio from 3.0 in 1941 to 54 
in 1944. While cash holdings are 
small, they nevertheless almost equal 


current liabilities and the over-allf 


financial position appears sound. 
Retirement of long-term debt is 
partly responsible for the shrink 
age of current assets, notably in the 
cash position. 

Packard Motor Co.’s balance sheet 
reflects the strong assets expansion 
typical of heavy war producers. Cur 


rent assets since 1941 rose 93% 
but current liabilities expanded 


102%, making for total assets ex 
pansion of 64%. Working capital 
mounted 71% with current ratio 
unchanged at 1.3. Here, too, there 
was a noteworthy trend towards 
liquidity with cash and_ security 
holdings amounting to 34% of cur 
rent assets while current assets after 
deduction of inventories still ex 
ceed current liabilities by a fait 
margin. In Packard’s case, there 
has been a strong infusion of Gov 
ernment funds as reflected by the 
substantial “other current liabili- 
ties” which mainly represent Gov- 
ernment advances against contracts. 
This item, however, is offset by 
“other current assets” constituting 
unbilled costs and fees under wat 
contracts. The property item is well 
depreciated and declined about one- 
fourth since 1941. Assets expansion 
has been financed, in the order o 
their importance, by accruals (tax 
reserves), retained earnings and Gov: 
ernment funds with increased cash 
income a leading factor in the sharp 
improvement of working capital 
There has been no increase in debt 
or capitalization but the compan) 
recently arranged a combination re 
volving and termination credit 
$30 million (not yet used) to aid 
reconversion and _ post-war operé 
tions. Considering the large amoun! 
of tax liabilities which on payment 
will lead to sharp reduction o 
liquid assets, dependence on liquidit) 
of inventories and receivables 3 
obvious and explains the need fot 
the aforementioned — reconversiot 
credit. 

In contrast, ‘Thompson Products 
Co., an early heavy war produce! 
but now reported to do about 50% 
normal business, shows a more mod: 
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erate impact of war-time operations 
on its financial position. Total as- 
sets increased 26% and current as- 
sets 25%; current liabilities mount- 
ed only 0.7% since 1941 with the 
result that working capital im- 
proved by 40%. The company’s 
position has been strengthened in 
other directions. Cash now amounts 
to about 30% of current assets 
against only 6% in 1941. Current 
assets less inventories are 50% 
higher than current liabilities. Also, 
there has been a moderate down- 
ward valuation of net plant, the 
result of substantial depreciation 
charges during war-time. Funded 
debt has been consistently reduced 
but capitalization rose following is- 
suance in 1943 of new preferred 
stock, partly to retire old preference 
shares and partly to bolster working 
capital. The rise in capital items 
however is virtually offset by the 
reduction in long-term debt, and 
net increase in assets was thus chiefly 
financed by retained earnings and 
accruals, mostly the former. While 
the working position is good, it may 
not be adequate for post-war needs 
and the company therefore arranged 
a $9 million V-loan, which is so 
far unused. 

Percentagewise, assets expansion 
of U. S. Plywood was far more pro- 
nounced. Since 1941, total assets 
had risen 77%, current assets 46%, 
current liabilities expanded 50% 
and the net gain in working capital 
was 44%. But only half of assets 
expansion was derived from retained 
earnings. Most of the remainder 
was obtained through sale of new 
preferred stock and additional com- 
mon, though part of the proceeds 
was used to retire old preferred. 
Assets expansion of $5.49 million 
was thus offet in part by expansion 
of debt and capitalization in a net 
amount of $1.75 million. Liquidity 


| however increased markedly with 


cash items coming to 29% of cur- 
rent assets; the latter even after de- 
duction of inventories more than 
equal current liabilities. The last 
mentioned exhibit requires some 
qualification, however. Tax liabili- 
ties amount to roughly $2 million, 
virtually offsetting quick liquid as- 
sets; thus high liquidity of receiv- 
ables (and inventories) must be as- 
sumed if the current position is to 
be considered satisfactory. The po- 
sition on the whole looks tight if 
Viewed against potential post-war 
needs of working funds to maintain 
ahigh volume of operations. How- 
ever, further improvement stemming 
from high war-time earnings is in- 
dicated with continuance of the 
ttend towards liquidity. 
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Commodity Export Position 





(Continued from page 654) 


between low-cost foreign metal and 
our domestic product, and the pos- 
sibility of conservation measures to 
halt or slow the disquieting shrink- 
ing of our ore reserves at home. In 
the scrap field, we could hardly com- 
pete abroad with foreign scrap, if 
only for reasons of transportation 
costs, unless we resort to indiscrim- 
inate dumping which probably 
would be promptly met by our com- 
petitors. Here again, the situation 
calls for concerted international ac- 
tion to stabilize post-war markets 
from a supply standpoint; this would 
still leave the all-important price 
question to be dealt with and here 
we are clearly in a difficult compe- 
titive position. The alternative, a 
free-for-all for world markets, is 
hardly thinkable, considering the de- 
structive effect it would have not 
only on prices and markets but on 
amicable trade relations. Whatever 
the answer, it is obvious that the 
copper industry faces a period of 
possibly very drastic deflation, de- 
pending on whether we resort to 
large-scale stockpiling of supplies or 
not. Only in the field of fabricated 
copper can we hope for fair main- 
tenance of our export position, but 
in the past this item did not bulk 
particularly large in relation to ex- 
ports of the metal itself. 


As to petroleum products, the’ 


question arises whether we. shall 
eventually become a net importer 
rather than an exporter. This may 
sound strange, in view of our heavy 
pre-war and war-time exports, but 
such a possibility can by no means 
be ruled out. Whether it comes 
to pass or not depends primarily on 


Prospectus on request from Principal Underwriter 


INVESTORS SYNDICATE 


MINNEAPOLIS, MINNESOTA 


REPRESENTATIVES IN THE PRINCIPAL CITIES OF THE UNITED STATES 





our future oil policy. War demands 
have proved a heavy drain on our 
home reserves, even western hemis- 
phere reserves, and the future need 
for conservation is well recognized 
in order to assure us at all times an 
adequate and easily accessible emer- 
gency supply. If present official plans 
materialize, the prospect is that for- 
eign petroleum reservoirs, especially 
those located in the Middle East, 
will increasingly be drawn upon to 
serve our export markets. Not only 
that but imports henceforth may 
loom larger than in the years before 
the war, possibly very much larger. 

Regardless of how far we are will- 
ing to go in our conservation policy, 
the outlook definitely points to a 
declining trend in our exports of pe- 
troleum and _ petroleum products 
which just before the war amounted 
to nearly $400 miliion annually. The 
future position of oil thus will pro- 
foundly affect our post-war foreign 
trade pattern, with cotton a close 
runner-up. Other agricultural prod- 
ucts, as well as copper, individually 
may bulk less importantly but in 
the aggregate, their export position, 
or rather the prospective decline of 
their export position, presages im- 
portant basic shifts in our commod- 
ity export pattern. 

Fortunately, at least for some time 
to come, we can count on substantial 
offsets. World demand for our man- 
ufactured products, both consumers 
durable goods and producers goods 
but especially the latter, promise to 
exceed anything so far experienced 
if present tentative indications hold 
good. While it lasts, this should go 
far towards balancing if not offset- 
ting the economic consequences of 
our declining position in the export 
commodity field; in point of dollar 
value, it should more than compen- 
sate for prospective losses in the 
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STOCKS 


Experts Favor 


for New Advance 


SPECIAL UNITED OPINION 
report, newly prepared, lists 

the 12 issues most recommended by 
leading financial authorities for 
market appreciation. 

Stock selections of more than 

ten advisory services have been 

reviewed in the preparation 

of this exclusive report—ob- ~ 

tainable from no other source. 
An “introductory” copy of this val- 
uable 12-stock report will be sent 
gladly on request. 


Send for Bulletin MW-24 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~, Boston 16, Mass. 
ae “ 2 & ae ee 


latter category. At the same time, it 
should give us time for the economic 
adjustments at home clearly called 
for to bring about a better economic 
balance in the light of the foreign 
trade pattern as it may evolve in the 
future. In this task of course we 
do not stand alone. It is a universal 
“must” without which the world can 
have neither stability nor prosperity 
for any length of time. 








Opportunities for Income 
in Bonds and Stocks 





(Continued from page 677) 


of common stock listed on the New 
York Stock Exchange selling at $17 
or for a total market valuation of 
$6,226,556, equivalent to about $83 
per share of preferred. The company 
since it released its last balance sheet 
has entered into a new credit agree- 
ment with the First National Bank 
of Boston, et al., whereby it refunded 
its outstanding bank loans, with an 
issue of 314% to 334% promissory 
notes maturing July 1, 1949. Price 
range of preferred stock thus far in 
1944 bas been: High 47; low 3914; 
last 43. Columbia Pictures fiscal 
year ends June goth and Company 
earned $24.03 in 1943 On its pre- 
ferred stock as compared with $21.49 
in 1942. For the first 39 weeks of 
1944 It showed $19.87 vs. $13.76 for 
the same period of 1943. This pre- 
ferred stock is in a buying zone and 
provides a good income yield, with 
possibilities of enhancement in mar- 
ket value. 
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Another Look At 





(Continued from page 679) 


justify maintenance of the $3.50 
dividend, the chances of dividend 
adjustment as far ahead as we can 
see would appear greater on the ad- 
verse side than on the upward side 
and the stock cannot be considered 
in a prudent buying zone. 


Pullman 


The chances are that whatever 
Pullman, Inc., eventually gets from 
disposal of its sleeping cars to the 
railroads has been substantially dis- 
counted by the stock market. It is 
asking a total price of about $42,- 
168,000 (net) for a specified number 
of heavyweight cars, to be sold to 
a general railroad pool. Many roads, 
however, have objections to a pool 
arrangement. It sets a separate price 
of $39,156,000 for 60g modern, light- 
weight cars but apparently expects 
to dispose of these to individual 
roads rather than a common pool. 

Whatever the final deal or deals, 
the Pullman manufacturing § divi- 
sion (Pullman-Standard Car Manu- 
facturing Company) no doubt will 
be left with more liquid working 
capital than it would need for its 
manufacturing oOperations—as _ pre- 
viously conducted. A special liqui- 
dating dividend is generally antici- 
pated. But it may not be as large 
as some speculative conjectures have 
put it and—for that matter—it is not 
guaranteed at all. It has for some 
time been known that Pullman has 
ambitious diversification plans and 
“explorations” under way for its 
manufacturing business. It would 
be possible for such moves to absorb 
a very large part of sums received 
from sale of the sleeping car divi- 
sion—leaving market value of the 
stock to be determined more by ex- 
pected or potential earnings of the 
broadened manufacturing activities 
than by the matter of a special divi- 
dend. Giving pertinence to this 
thought, we note a current Wall 
Street Journal report that Pullman 
has approached the $25,000,000 
privately-owned M. W. Kellogg Com- 
pany with an offer of purchase. 

Kelloge is both a manufacturing 
enterprise and an industrial engi- 


‘neering and contracting firm. Manu- 


factured products include welded 
and special steel products, oil stills, 
tanks and receptacles for oil, chemi- 
cal, paper and other industries. 
Pullman stock holds well in the 
market, recent price of 4914 com- 
paring with year’s high of 5214 and 
low of 3714. 
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What War Did to the Paper 
Industry 











(Continued from page 667) 
is strong, with current assets almost 
3 times current liabilities, and 
with cash items alone over 11% times 
current liabilities, continued liberal 
dividend payments may reasonably 
be anticipated. 















Prospects for Sugar After 
the War 












(Continued from page 673) 


in the labor situation, the company 
is in a position again to expand its 
earnings. The outstanding securi- 
ties consist of 150,000 shares of 7% 
preferred, par $100 and _ 1,800,000 
shares of no par common. 

Utah-Idaho Sugar Co. operates 13 
small factories and owns about 25, 
ooo acres of farm lands in Western 
states. It has had small earnings 
over a long period. The outstanding 
securities are $1,250,000 notes, 428; 
195 shares of 60 cents dividend, no 
par preferred, and 2,371,383 shares 
of $5 par common. 

Porto Rico sugar companies were 
considered the best in the industry 
some years ago, and they often 
showed good profits when Cuban 
companies did not. There was a1 
cent per pound tariff preferential, 
low labor costs and other advantages 
for them. Political changes and the 
agitation for the dividing up of large 
land holdings have been among sev: 
eral factors adversely affecting these 
companies in recent years. This has 
resulted in a sharp decline in the 
total production from the island, 
with only 725,000 tons of sugar esti: 
mated for 1944, against 1,039,000 in 
1943 and 1,147,000 in 1942. Costs of 
production have almost doubled in 
the past three or four years. As 4 
higher price is indicated for the next 
crop year, companies in that island 
may show some recovery in produc 
tion and in earnings. 

A further handicap to the Porto 
Rican stocks is the tax question, fo! 
there have not only been large it 
creases in taxes which are a charge 
before dividends, but the territory 
taxes non-residents on their divi 
dends, with the present impost 0D 
dividends 28% plus a 5% victory ta 
on individuals, and a 22% tax whete 
corporations own the stocks. 

South Porto Rico Sugar Co. } 
classed as a Porto Rican compan); 
and it operates in the island, but it 
recent years has been obtaining a fa! 
larger portion of its income from 
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properties in the Dominican Repub- 
ic. Last year, 899,910 tons of cane 
vere processed by it in Porto Rico 
nnd 1,444,290 tons on the Dominican 
properties, with sugar production of 
116,910 tons and 198,327 tons, re- 
spectively. This company has had a 
bood earnings record in most years 
or a considerable period and did 
ary well in the past two, showing 
§.go a share in 1942 and 55.63 in 
43. Prospects are favorable lor the 
scal year just closed, because of the 
ncrease in Dominican production, 
nore than offsetting the decline in 
Porto Rico. The company has no 
bonds, with the outstanding capital 
bo,000 shares of $100 par 8°% pre- 
ered and 745,734 shares of no pai 
ommon. 

Central Aguirre Associates is a 
oluntary association for the pur- 
pose of holding the stock of the oper- 
ting sugar producing company, and 
ther subsidiary properties. It has 
ad smaller production in recent 
rears than for a long period, with 
he 1944 Output about 80,000 tons 
f sugar against Over 100,000 aver- 

preceding years. An _ in- 

rease in planting is expected to 
ring the next crop to near normal. 
lcohol production has largely offl- 
et the smaller income from sugar 
nd the company has averaged bet- 
er than $2 a share net income in re- 
ent years. There is only one class of 
ecurity outstanding, consisting of 
42,674 shares of no par common 
tock. 

Fajardo Sugar Co. of Porto Rico 
bwns 30,100 acres and leases more 
han 20,000 additional acres. It pro- 
uced 94,497 tons of sugar last year, 
sharp decrease from the preceding 
ne. Earnings have been large for a 
ong period, averaging nearly $4 a 
hare for the past ten years. ‘The 
vailable figures for the 1943 fiscal 
ear show $2.77 a share earned be- 
re taxes, against $5.67 a share after 
axes in the preceding year. 

Eastern Sugar Associates has had 
1 irregular income record, with 
tars of excellent results, such as the 
413 a share on the common in 
936, $3.12 a share in 1941 and the 
471 a share in 1942. In many other 
ears, sizable deficits have been 
hown. In the 1943 fiscal year, net 
nthe common was gg cents a share. 
here are large arrears owing on the 
referred stock, amounting to some 
% a share. The company holds 
bout 49,000 acres of land in Porto 
ico and operates mills having about 
000,000 bags annual capacity. The 
pitalization consists of 107,736 
hares of $1 par value preferred (en- 
itled to $50 a share in liquidation 
nd $5 a share annual dividends), 
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and 143,517 shares of $1 par common 
stock. 

Normally, one does not class Corn 
Products Refining and United Fruit 
as sugar companies, yet they both 
have important output of the sweet 
staple. Corn Products makes corn 
sugar in large quantities, as well as 
its more important syrup and starch 
products from corn. It has had an 
excellent earnings record over a very 
long period of years, but showed be- 
low-average income in 1942 and 
1943 because of the shortage of corn. 
United Fruit makes its larger busi- 
ness in shipping, transporting tropi- 
cal fruits, etc., from Central America 
and Caribbean points to the United 
States, and is planning a new ship 
service from the Pacific Coast to Eu- 
rope. It produces a_ considerable 
amount of sugar on Cuban and Cen- 
tral American plantations it owns or 
controls. It averaged close to $5 a 
share for many years, but showed 
moderate declines for the past two 
years. With the return of some of 
its boats to United Fruit, a higher 
earnings rate is looked for and the 
company recently increased the divi- 
dend to $1 a share for the last quar- 
ter. 

Cane sugar production in the 
United States is mostly from Louisi- 
ana and Florida, with small amounts 
from some other states, where warm 
climate prevails most of the year. A 
number of small companies operate 
cane production. One of the largei 
ones is Godchaux Sugars, Inc., which 
owns about 31,000 acres of land in 
Louisiana for cane production (some 
oil has been found on its lands). Its 
main source of income is from re- 
fining, however, taking cane sugar 
from its own and other nearby pro- 
ducing lands and importing raw 
sugar from Caribbean sources. Earn- 
ings have been good in many recent 
years. Current dividends have been 
paid on the “A” stock, and the “B” 
may be in line to receive payments 
as the current year’s income is ex- 
pected to be at least $2 a share on 
this issue and may be well above it 
as a result of the very prosperous 
conditions in the refining end of the 
business. 

Refining companies have had ex- 
cellent conditions in the past two or 
three years. ‘The demand for sugar 
has increased greatly, between do- 
mestic needs and the great quantity 
sent to the armed forces and for 
lend-lease. Prices have been limited 
by ceilings, but so has the cost of 
raw sugar, and the difference has 
been ample to allow large profits on 
a vastly larger total business. 

American Sugar Refining has been 
particularly favored by these condi- 
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tions, and its earnings for 1944 are 
expected to be the best for fifteen 
years or longer, with some estimates 
as high as $9 a share for this year 
on the common. The company had 
a good earnings record for most 
years, with the exception of a serious 
deficit in 1938, due mostly to severe 
loss on inventories that year. Its best 
year in the past 15 was 1941 when 
$5.17 a share was shown, but several 
others had $3 to $4 a share. The 
company is the largest refiner in the 
world, doing close to one-third of the 
domestic sugar refining business, and 
it also owns large sugar producing 
properties in Cuba, and has an in- 
terest in several Western beet sugar 
producing companies, and it oper- 
ates barrel, paper, box and other 
plants. The stock appears to have 
as good market prospects as any in 
the whole sugar group. 

National Sugar Refining is second 
in size in this field. It has had a 
generally good earnings record, but 
did have a large deficit in 1938 and 
small ones in several other years. It 
averaged well over $3 a share net on 
the capital stock in 1941-3, with in- 
dications of well over that to be 
shown for 1944. It is not directly in- 
terested in raw sugar production. 
National does close to 20% of the 
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country’s sugar refining, and with 
American, the two do over half of 
the nation’s refining. With rising 
prices for refined sugar expected 
later in 1944, the 1945 outlook for 
the refining companies seems to be 
favorable. 

Other smaller refining companies 
include Michigan Sugar and Penn- 
sylvania Sugar Refining. 

There is a lot more that might 
be related regarding the Hawaiian 
and Philippine sugar companies, 
their tariff, preferential treatment 
and other problems, also on the 
sugar shares traded in markets in the 
Western states and the Honolulu 
stock market, but space forbids. It 
might be noted, however, that when 
the Japs are driven out of the Philip- 
pine Islands, it may be found that 
much of the sugar cane has been 
plowed under, as the Japanese had 
other sources of sugar supply, and 
that it may be several years before 
large exports from that area can be 
resumed. 
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(Continued from page 645) 
British interests have, through their 
press, brought into the open the sun- 
dry differences besetting Anglo- 
American relations, though in a 
manner that cannot but harm the 
wartime solidarity so urgently need- 
ed in the interest of the Allied cause. 
Some time past, the London Daily 
Mail carried almost viciously uncom- 
plimentary comments on our policy 
towards Argentina,—strange talk in- 
deed about an Ally who has con- 
tributed so much to Britain’s sur- 
vival. The same paper, only a few 
days ago, published wholly unproved 
charges—since officially denied—that 
American businessmen are over- 
reaching the British by flocking into 
Paris under cover of military uni- 
forms. 

Coming from a paper owned by 
Lord Rothermere, a man who stands 
high in British industrial coun- 
cils, these assaults are significant 
and it is high time that something 
be done about it. Not by the longest 
stretch of the imagination can such 
irresponsible and untimely attacks be 
rendering a “service” to interna- 
tional understanding as the Daily 
Mail professes to do. 

It is clear that we are heading 
into an economic dog fight with 
every possibility of its affecting—if 
not the war—then the peace that is to 
come. There has been a great deal 
of griping among our fighting men 
when they find we are obliged to 
take second and even third place 
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in territory that they have shed their 
blood to re-conquer. 

There has been much resentment 
also over the recent reports from 
Quebec that the British had demand- 
ed an equal share in the victories 
in the Pacific, with the United States 
to do the largest share of the fight- 
ing and supplying the bulk of arms 
for the British as well. 

No wonder the Germans are fight- 
ing on! They are counting on the 
dissension creation by the struggle 
for economic power to turn certain 
defeat to good account for Germany. 

We have got to do something 
about it. For this dissension be- 
tween the Allies connot be permit- 
ted to reach a point where irrepar- 
able harm is done to the prospect 
of a constructive and harmonious 
peace and cooperation in the difficult 
years following the war. Otherwise, 
when the war is won, real peace 
may still be far away, much farther 
than we think. For the unrest 
created by the war itself may bring 
political repercussions that may 
drag along for a very long time, and 
we would not want peace to be post- 
poned for several years as it might 
be under such circumstances. 

The situation calls for decisive 
and stringent measures while we 
still possess a maximum of bargain- 
ing power. Moreover, we are deal- 
ing with people whose wits have 
been sharpened by a centuries’ old 
struggle for power and supremacy. 
All the more, it behooves us to take 
what steps we feel necessary to pro- 
tect our interests, regardless of their 
protests and pleas. 

For a long time past their plans 
have in a large measure interfered 
with and hampered the war strategy 
both in the Atlantic and in the Paci- 
fic because they traditionally seek to 
dominate the European continent 
and they resent our prestige in the 
Pacific. It seems very clear that it is 
necessary for us to hold the reins if 
we wish to make certain of a sound 
peace. 
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(Continued from page 680) 


largely reconverted, should be able 
to achieve full reconversion within 
three months as freer flow of mate. 
rials and availability of manpower 
following VE permits accelerated 
rate of production and use of all ex- 
isting facilities. 

Most railroad equipment manu- 
facturers will take reconversion in 
their stride following the partial 
change-over undertaken early this 
year. The industry has heavy book- 





ings of locomotive and car order 
and the job of reconverting remain, 
ing war production facilities shoul 
not prove too troublesome. 

The machine tool industry, on th 
other hand, faces a sharp let-dow 
in operations, only partly cushione/ 
by orders from reconverting induw 
tries. Reconversion problems her 
vary widely and the diversified n 
ture of production during war-tine 
precludes any generalization. 0} 
viously, reconversion will be easiey 
with companies which experience 
active demand for their norm 
products during the war periol 
Flsewhere reconversion ex pense 
will be fairly heavy and the pr 
pect of large excess supplies of Go 
ernment-owned machinery obscure 
the longer range outlook. 

The tire and rubber industry ha 
no reconversion problem; rather Vj 
should be the signal for  furthe 
stepping up operations as more mat 
power becomes available and mat 
rials are released for expansion 
tire building facilities. Potenti 
demand is huge and an adequai 
rubber supply is assured. 

Coal will continue tight and cos 
tinued prosperity is indicated ff 
the coal industry at least until * 
global war is over. Presently, outpi 
is still falling short of requiremen 
and export demand, especially { 
European relief, is mounting sharp 
Until rehabilitation of the Europe 
coal industry, capacity sales are i 
dicated. 

The chemical industry faces low 
sales volume and probably low 
prices in some lines. The chang 
to normal is already beginning a 
wide cutbacks of war orders must! 
expected. However, there is no 4 
rect reconversion problem and | 
mand eventually should recover 
levels well above pre-war. Sal 
during the reconversion period m 
be affected by a cautious invent 
policy on the part of the trade. 

The household furnishings ind 
iry should be able to  reconvé 
quickly, notably those manufactur 
using steel as their main raw m 
rial. The furniture industry for so! 
time is likely to be adversely 
fected by the scarcity of wood, ! 
rowing its potentials during the! 
mediate reconversion period. Shi 
age of certain supplies initially ™ 
hold down revival of the rug? 
carpet makers; also, they still l! 
substantial backlogs of Governm 
orders which may retard full red 
version as much as six months. 
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date this year. Every program 
shows a profit as does our open po- 
sition which includes such recent 
market leaders as North American 


As a Forecast subscriber you would have the assurance of knowing 
that you would be advised what and when to buy and when to sell. 
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: PLAN YOUR PLANT DRIVE NOW! 
ioe ’ e 
27, 470 
. Good organization will be needed’ to sell the 6th. The task of raising the huge sum required will be 
ol the most difficult ever asked of Industry. As each new military success brings us closer to Victory, the 
public naturally will feel that the urgency of war financing is lessened—whereas it isn't. So organize 
pa now to prevent a letdown on the home-front from causing a letdown on the fighting front. Build your 
plant's payroll campaign around this fighting 8-Point Plan. You don’t have to wait for the official Drive 
18 to start— swing into action NOW! 
119 
rey 1 BOND COMMITTEE— Appoint a 6th War Loan Bond (b) i letter to employees from management and 
173 Committee from labor, management and each represent- () ) 9h a 
. 495 ative group of the firm. (d) Meeting schedules, etc. 
-_ 2, TEAM CAPTAINS—Select a team captain, foreach ( CARD FOR EACH WORKER — Dignify each personal 
10 workers, from men and women on the payroll—but approach with a pledge, order, or authorization card 
. 4 not in a supervisory capacity. Returned veterans make made out in the name of each worker. Provide for a 
a most effective captains. cash purchase or installment pledge. Instruct each cap- 
" tain to put a pencil notation on the card to indicate the 
a 3 pla a quota for each department and each subscription he expects to solicit from each worker. 
4 MEETING OF CAPTAINS—Give a powerful presen- Z RESOLICITATION— People don't mind being asked 
: Z : to buy more than once. Resolicit each employee toward 
tation of the importance of the work assigned to them. ay . 
: the end of the drive in a fast mop-up campaign. Call 
Instruct them in sales procedure. Have them carefully ; : « Reel : 
stwar study the Treasure Becklet, Getting the Cader upon your State Payroll Chairman; he’s ready with a 
3 y : steal : fully detailed plan—NOW! 
35) 5 ASSIGNMENTS — Assign responsibilities for: ; : 
FR (a) Music, speeches and announcements of the opening 8 ADVERTISE THE DRIVE—Use all possible space in 
19, 4 rally. the regular media you employ to tell the War Bond story, 
Ml The Treasury Department acknowledges with appreciation the publication of this message, 
¢i 
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This is an official U. S. Treasury advertisement prepared under the auspices of Treasury Department and War Advertising Council 











Change is THE ONE 


INVESTMENT CERTAINTY 


OU are probably well aware of the changing outlook for the different 
companies in which your capital is invested ... but what are you doing 
about it? 


If you merely worry about your securities without taking proper action you 
are following a policy which may prove very costly. 


How recently have you studied the financial statements of the companies in 
which your funds are committed? What did the latest earnings reports re- 
veal to you? Have you ascertained the effects of higher taxes, reconversion 
to peacetime production, new competition on each concern where your 
funds are placed? 


Perhaps your own experience confirms our conclusion that the average in- 
vestor has neither the time, facilities nor training to gather and interpret 
the statistics, current information and news to be considered in the success- 
ful management of his portfolio. 


If your invested capital is important to you, now is the time to plan a 
program for 1944-45—to set up safeguards for your principal; to assure a 
reliable substantial income; to put your funds into issues which will stoutly 
resist market decline and share fully in new opportunities. 


As a first step in planning your investment future, we invite you to submit 
to us a list of your present holdings if they are worth $20,000 or more. 


Without obligation, we shall prepare a confidential, preliminary analysis 
of your portfolio, commenting frankly on its possibilities for capital growth, 
its income factor and its diversification. Your least favorable issues will be 
specified with reasons for selling. Merely tell us your securities and objec- 
tives in as complete detail as you care to give. 


INVESTMENT MAMMBGEMENT SERVICE 


A division of THE MaGAzINE oF WALL ef background of thirty-six years of service. 


90 BROAD STREET SHRI NEW YORK 4, N. Y. 



































